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U.S. Securities and Exchange Commission
100 F St., N.E.

Washington, D.C. 20549

Re:  Bennett Group Financial Services, LLC and Dawn J. Bennett, Administrative
Proceeding File No. 3-16801

To the Secretary:

I represent the Division of Enforcement in the above-referenced administrative
proceeding.

Enclosed please find the originals (with manual signatures) and three copies of (i) the
Division’s Renewed Motion to Admit Prior Sworn Statements of Timothy Augustin, John J.
Koorey, and Bradley Mascho and Memorandum of Law in Support Thereof and (ii) the
Declaration of Michael J. Rinaldi, which were filed today via facsimile pursuant to SEC Rule of
Practice 151, 17 C.F.R. § 201.151.

Respectfully, N
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Michael J. Rinaldi
encl.

ce: The Honorable James E. Grimes
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RECEIVED

Feb 1 7 2016

UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-16801

DECLARATION OF MICHAEL J. RINALDI
In the Matter of

BENNETT GROUP FINANCIAL
SERVICES, LLC

and
DAWN J. BENNETT,

Respondents.

I, Michael J. Rinaldj, to the best of my knowledge, information, or belief, hereby declare
and state as follows:

1. I am over eighteen years of age and competent to make this declaration.

2. I represent the Division of Enforcement in the above-referenced administrative
proceeding and submit this declaration in support of the Division of Enforcement’s Renewed
Motion to Admit Prior Sworn Statements of Timothy Augustin, John J. Koorey, and Bradley
Mascho. I am a member of the bars of the Commonwealth of Pennsylvania, the State of New
Jersey, and the District of Columbia.

3. Attached as Exhibit A is a true and correct copy of portions of the testimony taken

of Timothy Augustin in the investigation styled Bennett Group Financial Services, LLC (P-1774).

4. Attached as Exhibit B is a true and correct copy of portions of the testimony taken

of John J. Koorey in the investigation styled Bennett Group Financial Services, LLC (P-1774).




p Attached as Exhibit C is a true and correct copy of portions of the testimony taken

of Bradley Mascho in the investigation styled Bennett Group Financial Services, LLC (P-1774).

6. Attached as Exhibit D 1s a true and correct copy of an excerpt of the transcript of
the December 31, 2015, prehearing conference in this matter.
I declare under penalty of perjury that the foregoing is true and correct. Executed on

February 16, 2016.

Michael J. Rinaldi ( j
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STATEMENT OF FILING BY FACSIMILE

I hereby certify that, on this sixteenth day of February, 2016, with respect to In the Matter

of Bennett Group Financial Services. LLC and Dawn J. Bennett, Administrative Proceeding File

No. 3-16801, I caused a true and correct copy of the Declaration of Michael J. Rinaldi to be filed
via facsimile with the Office of the Secretary of the U.S. Securities and Exchange Commission
pursuant to SEC Rule of Practice 151, 17 C.F.R. § 201.151. The facsimile was transmitted to

(703) 813-9793.

/{W%bt/f A A
Michael J. Rinaldj
Brendan P. McGly
Patricia A. Paw
Securities and Exchange Commission
Philadelphia Regional Office
One Penn Center
1617 JFK Blvd., Ste. 520
Philadelphia, Pa. 19103
(215) 597-3100 (telephone)
(215) 597-2740 (facsimile)
RinaldiM@sec.gov
McGlynnB@sec.gov
PawP@sec.gov

Counsel for the Division of Enforcement




CERTIFICATE OF SERVICE

I hereby certify that, on this sixteenth day of February, 2016, with respect to In the Matter

of Bennett Group Financial Services. LLC and Dawn J. Bennett, Administrative Proceeding File
No. 3-16801, I caused a true and correct copy of the Declaration of Michael J. Rinaldi (together
with the accompanying Statement of Filing by Facsimile) to be served upon the following by first
class mail and electronic mail:

Honorable James E. Grimes
Administrative Law Judge

Securities and Exchange Commission
100 F St., N.E.

Washington, D.C. 20549

Gregory Morvillo, Esq.
Morvillo LLP
500 Fifth Ave.
New York, N.Y. 10110
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Michael J. Rinaldi | )
Brendan P. McGlynn
Patricia A. Paw

Securities and Exchange Commission
Philadelphia Regional Office
One Penn Center

1617 JFK Blvd., Ste. 520
Philadelphia, Pa. 19103
(215) 597-3100 (telephone)
(215) 597-2740 (facsimile)
RinaldiM@sec.gov
McGlynnB@sec.gov
PawP@sec.gov

Counsel for the Division of Enforcement
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THE UNITBED STATES SECURITIES AND EXCHANGE COMMISSION

In the Matter of:

)

) File No. P-01774-A

BENNETT GROUP FINANCIAL )

SERVICES

)

WITNESS: Timothy Augustin
PAGES: 1 through 284
PLACE: U.S. Securities and Exchange Commission

100 F Street, N.E.

Washington, D.C. 20549

DATE: Thursday, December 4, 2014

The above-entitled matter came on for hearing,

pursuant to notice, at 10:36 a.m.

Diversified Reporting Services, Inc.

(202) 467 9200

[12/4/2014]) AUGUSTIN_TIMOTHY_ 20141204
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APPERRANCES :

On behalf of the Securities and BExchange Commission:

MICHARL J. RINALDI, ESQ., Senior Trial Counsel

Securities and Exchange Commission
Division of Enforcement

100 F Street, N.B.

Washington, D.C. 20549

© (215)597-3192

BRENDAN P, MCGLYNN

Assistant Regional Director
Securities and Exchange Commission
Division of Enforéement

1617 JFK Boulevard, Suite 520
Philadelphia, PA 19103

(215)597-1035

PATRICIA PAW, ESQ.

Securities and Exchange Commission
Divigsion of Enforcement

1617 JFK Boulevard, Suite 520

Philadelphia, PA 19103

(12/4/2014] AUGUSTIN_TIMOTHY 20141204

ENFORCEMENT-BGFS-0000306
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THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION

In the Matter of: )
) File No. P-01774-A
BENNETT GROUP FINANCIAL )

SERVICES )

WITNESS: Timothy Augustin

PAGES: 1 through 284

PLACE: U.S. Securities and Exchange Commission
100 F Street, N.E.
Washington, D.C. 20549

DATE: Thursday, December 4, 2014

The above-entitled matter came on for hearing,

pursuant to notice, at 10:36 a.m.

Diversified Reporting Services, Inc.

(202) 467 9200
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APPEARANCES :

On behalf of the Securities and Exchange Commission:

MICHAEL J. RINALDI, ESQ., Senior Trial Counsel

Securities and Exchange Commission
Division of Enforcement

100 F Street, N.E.

Washington, D.C. 20549

© (215)597-3192

BRENDAN P, MCGLYNN

Assistant Regional Director
Securities and Exchange Commission
Division of Enfoxréement

1617 JFK Boulevard, Suite 520
Philadelphia, PA 18103

(215)597-1035

PATRICIA PAW, ESQ.

Securities and Exchange Commission
Division of Enforcement

1617 JFK Boulevard, Suite 520

Philadelphia, PA 19103
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APPEARANCES (CONT.):

On behdlf of the Witness:
GREGORY S. BRUCH, ESQ.
BELIZABETH GIBBONS, ESQ.
Bruch Hanna, LLP
1250 I Street, NW
Suite 505
Washington, D.C. 20005

{202)969-1631
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) ENFORCEMENT-BGFS-0000307




10

Ln.

12

13
14
15
16
17
18
19
20
21
22
23
24

25

PROCEEDINGS
MR. RINALDI: So we'll go back oh the record.
Whereupon,
TIMOTHY AUéUSTIN
wag called as. a witness and, having been firsc duly
swoin, was examined and testified as follows:
EXAMINATION

MR. RINALDI: Okay. Can you please state and
spell your full name for the record? \

' THE WITNESS: Timothy, T-i-m-o-t-h-y, William,
W-i-1-1-i-a-m, Augustin, A-u-g-u-s-t-i-n.

MR. RINALDI: My name is Michael J. Rinaldi,
and with me here today is Brendan McGlynn. Also
participating by telephone is Patricia Paw. We're all
frbm the Philadelphia Regional Office of the Securitiés
and Bxchange Commission. And we're officexrs of the
Comiission for. purposes of this proceeding. This is an
investigation by the United States Securities and
Bxchange Commisaion in the matter of Bennett Group
Financial Services, File No. P-1774, to determine whéther
.thera have been wviolations of cextain provisions of the
feédexral gecurities laws. . S

However, the facts developed in this
inveéstigation might constitute violations of other

fedexal or state civil or criminal laws. Prior to the

[(12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
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THE WITNESS: Not at this time.
MR. RINALDI: Are you represented by counsel
here today?
. fHB WITNESS: I am.
MR. RINALDI: Could counsel identify

themselves?

MR. BRUCH: Yes, Greg Bruch from the law firm

Bruch Hanna, representing Mr. Augustin today.

MR. RINALDI: Okay.

MS. GIBBONS: Elizabeth Gibbons, Bruch Hanna,

' representing Mr. Augustin.

MR. RINALDI: And each of you are representing
Mr. Augustin in his individual capacity here today;
cobrrect?

MS. GIBBONS: Yes.

MR. RINALDI: Let mé give you certain
instructions for today's deposition or testimony, rather.

First is -- is that the testiirony here today will be

‘transcribed. So in order to hdave a clear trecord, we have

to let each other speak. So I'll ask a question and then
you answer. And we'll try not to speak over one another.
Pair?

THR WITNESS: Fair.

MR. RINALDI: Second thing is -- is that your

answers have to be verbal during the testimony. So in

[12/4/2014) AUGUSTIN TIMOTHY 20141204
ENFORCEMENT-BGFS-0000311
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15
to Mr. Rogers about regarding the compliance program?

A .I don't recall.

Q Okay. Do you recall anything else that you
spoke to Mr. Rogers about regarding this investigation,
even if generally?

A No, I don't recall --

Q Okay.

A -~ anything else.

Q Néw, I think you mentioned that MY¥. Rogers
spoke to you about those two particular topics, the SEC
registration and the compliance program because they
pertained to you?

A Correcti

Q That's correct? Why -- why would those two
matters éertain to you?

A Because I was the one that did the legwork to
set up the -- the registered investment advisory. And as
chief compliance officer of the RIA, I was in charge of
‘the compliance program.

Q Any other reasons?

A No.

Q Okay. Now, when you say you undertook the
legwoxk -- ‘

A Mm-hmm.

Q -- to set up the registered investment

[12/4/2014) AUGUSTIN_TIMOTHY_ 20141204
ENFORCEMENT-BGFS-0000318
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1 advisor, what do you mean by that?

2 A I was tasked in 2007 to start investigating
- 3- "setbihg~up a registered investment-advisory: --

4 Q Okay.

5 A -- for Bennett Qroup Financial Services.

6 Q And who --

7 A So ~--

8 Q -~ tasked you to do that?

9 A Dawn Bennett.
10 Q Okay. And why did she do that?

11 A Because we were starting to get some requests
12 for -- for proposal froﬁ various entities.

13 Q And who were they?

14 A I remember one being a hospital somewhere.

15 Q Ckay.

16 A Another one was Sirius XM to run -- to help --
17 to help with the 401 (k) 's and pension plans for these

18 entities.

19 Q  Okay.
20 A And one of the.stipulatiohé for. -- for getting
21 this was that you needed to be & registered investment |
22 advisory. So in order to -- to create some more -- to
23 grow the business and create diverse revenue streams for
24 the business, we decided it ‘would be prudent to create an
25 RA so that we could actually start to bid on -- on some

[12/4/2014]) AUGUSTIN_TIMOTHY_ 20141204
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of these -- these other entities.

Q And just to be clear, I think you said RA. You
mean RIA; right?

A What did I say?

Q T think you said RA.

A RIA.

Q RIA?

A Yes.

Q LOkay. And othér than the --

A Would you prefer I use "advisory” so I don't --

Q You could say whatever you want.

A Okay.

o} Okay. I just want to make sure the record's
clear. I don't --

A Okay. Sure.

Q -- want to be unfair to you at all.

A Great.

o] So other than the hospital anq Sirius XM radio,

any others that you récall?

A

I -- I'm sure there were some more. I-don't

recall them because that wasn't -- I wasn't the one

tasked to -answer RFPs.

Q

A

Who was tasked to answer RFPs?
I think -- I think Brad did mest of that.

Okay. Do you recall anyone else doing that?

17
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compensation.

Q Okay.

: | But those -- those entities had -- they had
DaQn as broker of record.

Q Okay.

A I saw some of the paperwork from Lincoln
Financial. Broker of record, but the actual agreement was

with the -- the broker-dealer --

Q Okay.
A -- that we had at the time so -- s0 we weXe
already doing pension work. And that was -- that was one

of tlie reéasons that we were sent these RFPs, is because

we had -- were already out in -- in the marketplace doing

pension consulting.

Q Okay. So I -- I just asked you about the

legwork that you did this --

A Mm-hmm.

Q -- to --

A Sure.

Q -- complete the ADV.

A Mm-hmm.

Q I think you also mentioned that you weré thé

chief compliance officer. Was that for the broker-dealer
or the investment advisor or both?

A For the investment advisor.

19
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Q Okay .
A I'm--

Q And what was the name of the inveotment

advisor?
A Beénnett Group Financial Services.
Q Okay.

A Yeah, the chief compliance officer for the

broker-dealer was -- was depending on -- the compliance

officer we worked with at Royal Alliance was Bob

Taetreault.
Q Okay.
A The chief compliance officer at Western is --

is Brad Geiser.

Q Okay .

A So there's no need for a chief compliance
officer at Benpett Group --

Q Okay.

A -~ dealing with the broker-dealer side.

Q And what was -- what were your duties as chief

compliarice officer of Bennett Group Financial Services,

LLC?
A The advisory?
Q Yes.
A Well, I set up the -- I filed the ADV -~
Q Okay-.

20
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1 A I do.

2 Q What's your cell phone number?

3 A (202)549-

4 -4596.

——

5 Q Are you currently employed at Bennett Group
6 Financial Services, LLC?

7 ‘A I am.

8 Q Okay. What is the address of your office

9 there?
10 ‘A 5335 Wisconsin Avenue, Suite 500, Washington,

11 D.C. 20015.

12 g Q And how long has that been the offices for
13 Bennett Group Financial Setvices?
14 A Since October of 2010, I believe.
15 Q Prior to that, where weré the offices?
16 . A 1400 K Street, Suiteé 501.
17 Q In Washington, D.C.?
is8 A In Washingtbn, D.C., 20005.
19 Q Arid during what period of time was that the
20 officés for Bennett Group Financial Seirvices?
K_,?l A Februé:y 2006 until OctOLEr of 2010.
22 Q I know I asked you if you have a cell phone.

23 What is the number or did you give that already?
24 A I gave it.

25 Q Oh, okay.

[12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
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Q Will you walk me through your educational
background after your graduation from high school?

A Sure. I went to Lawrence University in
Appleton, Wisconsin.

Q Okay.

A I was a double major in music and Slavic

studiés. I graduated from Lawrence in June of 1994.

During'that time, I took a break and attended the Defense

Langusge Institute Foreign Language Center in Monterey,

California, where I graduated with a certificate in
Arabic. From there, I went to the U.S. Army Intelligence

Center and School, Fort Huachuca, Arizona, where I

graduated with a certificate in human intelligence

acquisition.

Q Anything else?

A I've taken -- I've done coursework in Vienna,
Austria at Achtilingua. The subject was German.

Q Okay.

A I took coursework at ALIF, the Amexican

‘Language Institute, Fes, Morocco for Arabic studies. I

took coursework in Alexandria, Egypt for Arabic study.
And I did coursework for my master's dedree in music at

the Catholic University of America, 1988 and 1989. I'm

.80xXry, '99 and -- '98 and '99. And that's -- thdt's the

formal study.

36
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Q Okay. Lawrence, do you have a degree from
there?
A I do.

Q What is that?

A Bachelor of music.
Q Catholic University of America, degree?
A No.

Q Okay. Any other degrees?

A No, just certificates.

Q Okay. Any other post-high school study that
you can remember?

A No.

Q Have you ever studied --

A Not anything formal.

Q Have you ever studied finance or accounting?

a Took economics courses in college.

Q Okay. Anything else?

A No.

]

Q Any of the coursework that youtve menﬁionéd
that would be relevant to your current position as the
chief compliance officexr that you can think of?

A No.

MR. RINALDI: Okay.
MR. BRUCH: Just current position.

BY MR. RINALDI:

[12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
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Q Oh, what is your current poaitién?

A I'm a financial advisor.

Q Oh, okay. Any other coursework let me just
ask it more generally.

A Okay.

Q You spoke about your studies at a variety of,
you know, institutions. Any of it relevant to any of the
positions that you have held or currently hold at Bennett
Group Fihancial Services?

A No.

Q None at all?

A Not that seem to be germane but I was also --

part of my work history is I was an engineering

technician.
Q Okay.
A And I was an engineer in college.
Q Okay.

A But yet I was‘able to pass the certification
céurses. SO -~

Q What is your -- you're currxently émployed at
Bennett Group Financial Services; correct? What is your
position?

A I'm the chief operating officer.

Q Okay. HNow, is that for the -- the brokeragé

8lde or the advisory side oxr both?

[12/4/2014) AUGUSTIN_TIMOTHY_ 20141204
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A We don't have an advisory side anymore.

Q Oh, okay. How long have you been chief
operating officer?

A Sinéé May of 2 -- '06.

Q May 2006 to present?

A Mm-hmm.

Q Do you hold any other positions with Bennett.
Group Financial Services, other than maybe financial
advisor?

A Yes.

Q Okay. How long have you been a financial
advisor at Bennett éroup Financial Services?

A Since the end of 2006 or early 2007.

Q All right.

A I don't remember when I took the Series 7.

Q Okay. To the present?

A Correct.

Q Any othexr positions that you've held at Bennett

Group Financial Services?

A I don't really -- I mean, I have lots of job

duties.
Q Right.
A I don't know that -- I don't know what you mean

by positions specifically.

Q When did you start working at Bennett Group

.[12/4/2014) AUGUSTIN_TIMOTHY_ 20141204
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Financial Services?
A February 16 of 200s.
Q Okay. £o what did you do from February 2006 to

May 2006 when you became the chief operating officer?

A I answexed the phones --
Q Okay.
A -- and did basic office work.

Q Anything else?

A No.

Q And from that, you went to chief operating
officer in May of 2006?

A Well, that's when I started doing -- I don't
know when I received the title.

Q Ckay.

A That's when I started doing those sort of
duties, which basically entailed vendor contracts.

0 Right.

A Comptroller things.

Q Okay.

A Stuff of that nature.

Q And during what period of time were you the
chief compliance officer for the advisory firm?

A From irnception, which was 2000 -- I think we
were‘approved in 2009, January of 2009 --

Q Okay.

[12/4/2014) AUGUSTIN_TIMOTHY_ 20141204 .
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A -- ‘'until June or July of 2011, I guess.

Q Okay. Any other positions that you held,
either advisory, brokerage or otherwise for Bennett Group
Financial Services?

A I'm the IT guy.

Q  Okay.

A Does that matter? You know, I mean, it's a ~--
it's a small shop.

Q Okay.

A You Kknow, there are just a feéw of us. There
are a lot of things to do, s0, you know, we all pitch in
where we can.

Q Okay.

A So I -- you know, I did -- I did operations
stuff foxr a time and processed paperwork for clients,

things like that, filing, you know, whatever reeded to be

done.

Q Any -- any other roles that you've had, whether
formal or informal, at Bennett Group Financial Services?

A No, not -~ not really.

o) Prior to joining Bennett Group in Pebruary

2006, what did you do?
A Do you want me to go in reverse chronological
order or from college?

Q Which do you prefer?

[12/4/2014]) AUGUSTIN_TIMOTHY_ 20141204
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42
Probably going forward.
Okay.
£o I worked for an cngineering firm.
Okay.
New Associates in 1990 -- 1994.
Where is that located?
Appleton, Wisconsin.
Okay. What did you do there?
I was an engineering technician.
Okay. And during what period of time?
That was -- it would have been 1994 to 1995.
Okay. What's next?
Next is Payne and Dolan Asphalt.
Okay.
Engineering technician again from '95 to '96.
Okay. And where is that located?

/

That's in Milwaukee, Wisconsin.

Okay. So what's next? Oh, by the way, before

you go on, what is an engineering technician?

An engineering technician is someone who works

in the field and in the laboratory making sure -- quality

assurance, quality control --

Okay.

-- for bridges, roads, materials.

Okay .

[12/4/2014] AUGUSTIN_ TIMOTHY 20141204
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A Asphalt, coricrete, wood, permeability testing
of clay for landfills, all sorts of things like that
so -

Q You didn't need any kind of state ox other
license to do that; right?

A Yes.

Q You did?

A You need a state certification, yes.
Q Okay., So next position?
A I worked at Barnes and Noble for a while during

that same time.

Q Okay. What did you do there?

A I was in the music section --

Q Okay.

A -- as typical retail sales.

Q OKkay. And during what period of time?

It would have been '54, '95.

-

Q Okay. Next?

A I -- I was a singer with the Lyric Opera of
Chicago.» .

Q Okay. .Duxing what period?

A And the Florentine Opera of Milwaukee from '94

Q Okay.

A 1996, I joined the United States Army Band --

43

[12/4/2014) AUGUSTIN_TIMOTHY_ 20141204

ENFORCEMENT-BGFS-0000347




10
11
12
13
14
15
16
17
18
19
. 20
21
22
23

24

25

44

Q Okay .-
A -- where I stayed until 2002. 1998, I started

cinging with the Washington National Opera.

Q Ckay.
A 2003, I was a real estate agent in Minnesota
for REB/MAX.

Q Now, were you with the opera beyond 2002°?

A I still am, yeah. |

Q Oh, okay. Okay. And then you were a real
estate agent?

A Correct.

Q Where, again?

A In Blaine, Minnesota.

Q Okay. That's 2003 to --

A 2000 -~ just 2003.

Q Okay.

A I went home. My father -- my father was sick.
Q  Okay.

A That's my -- that's where I'in £rom.

Q Okay.

A So went homé to spend time with family and --

Q Okay.

A That was the family business so -- so yeah, so

I had education for real estate too, I guess.

Q Ookay.
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A So I had to take coursework and -- and pass
that -- that exam.

Q What was the name of the real estate firm?

A It was RE/MAX.

Q Okay .

A And then the bulk of my employment after that
was with the Washington National Opera until 2006.

é Okay. Any otler employment, including
employment that you may be doing currently that you
haven't told mé about?

A St.. Anne's Catholic Church.

Q Okay. Up in Tenleytown?

A In Ténleytown.
Q Okay.
A ‘I've. been there since -- I don't know -- 2003

or '04, I guess.

Q And what do you do there?

A I'm a singexr.

Q Okay. Anything else?

A No, I mean, I run my own -- my own singing
business as me,

Q Okay .

A As a freelance musician. So, you know,
depending on whéere that is.

Q Anything else?
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Not that I can think of.
Okay.
That’o a lot,
So currently, you're at Bennett Group Financial
You sing for the opera?
Co?rect.

And yqu're with St. Anne's Catholic Church and

your freelance work?

A

Qo
wants you
right?

A

Q

A

Q

Correct.
So -- and the freelance work would be somebody

to sing at their wedding, something like that;

Things like that.

Okay . )

Of that nature, yeah.

Anything else that you currently do?
Not that I can think of.

Okay. Now, what -- let me step back. Do you

hold any professional licernises?

A

Q

A

sure --

I have my Series 7, 63 and 65.
Are they all current?

The 7 and 63 I know are. The 65, I'm not

Okay.

-- if it is because we closed the IRA down.
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And it may be two years, something. It's been attached
somewhere, so --

Q Okay. So the 7 and 63, are they in good

standing?
A Yes.
Q With respect to any of them, have you ever been

disciplined, suspended?

A No.

Q Any action taken against you? No?

A No.

Q Okay. Any other professional licenses you've

ever held? The engineering technician one; right?

A Yeah, there's --

Q I assume that's not in good standing anymore;
right?

A No.

Q Okay.

A And the real estate agent.-

Q Okay.
A That's -- that's a professional license. I'm
not -- I'm sure that's not in good standing anymore.

Q Anything else?
A Not that I can think of.

Q Did you ever do any training to be the chief

compliance officer?
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A No formal training.
Q Any training whatsoever?
A Well, there was, of course, research on -- on

the Internet and --

Q Okay.

A -- there was -- there was discussions with
counsel.

Q Okay.

A At Cadwalader.

Q Okay.

A And my due diligence to find someone to help
us, help us with ‘it.

Q And -- and who was that person to help you with

it?
A That was Dawn Bond.
Q Okay. Anything else?
A Nothing more than on-the-job training. I
was -- I was the -- before we started the advisory, I was

the compliance liaison, I guess you could say, between
the broker-dealer and Bennett Group.

Q Okay.

A If they had questions, I would be the one’to --

to try to get the answers.

Q Okay. And so during what period of time were

you the compliance liaison?

48
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THE WITNESS: 1I'm sorry.
MR.. RINALDI: Yeah.
THE WITNESS: Thank you for -catching that.
BY MR. RINALDI:
Anyone else that you can rgcall?
No.

Okay. Do you havefany ownership interest in

Bennett. Group Financial Services?

A

Q

¥ 0 » ©

L]

-]

Q
‘Bennett?

a
retention

of 2006.

I do.

And what percentage is that?
Three percent.

What is that worth?

Nothing.

Has it ever been worth anything?
No.

Has it ever been valued?

No.

BY MR. MCGLYNN:

How did you come to be a three percent ownexr of

It was -- it was in response to -- it was for

purposes. I was offered another job at the end

MR. RINALDI: Okay.

THE WITNESS: And in oxder to keep me, she

[12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
ENFORCEMENT-BGFS-0000357




-

10
11
12
13
(M1
15
16
17
18

19

20
N—
21
22
23
24

1

54

- offered me some equity ownership.

BY MR. RINALDI:

Q And what was the other job?

A It was an analyst with the Defense Intelligence
Adéncy. At the time, there was a lot of -- a lot of call
for Arabic linguists who could get security clearancés
so --

Q |, Has your ownership interest ever been anything
othexr than three percent since acquiring it?

A No. .

Q Have you ever been terminated or asked to
Yesign to avoid termination from any position?

A No.

Q You mentioned that you areé currently a three
percent owner in Bennett Group Financial Services;
correct?

A LCorrect.

Q Who owns the other 97 percent?

.4 Dawn Bennett owns 92 percent and Bradley Mascho
owns five percent.

o) And how long has that 92/5/3 ownership
structure béen in place?

A - I'm not sure.

Q At least the last three years?

A As far as I know, yes, at least the last three
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years.

Q How about the last five years?

A I'm not sure.

Q Okay. And how did Mr. Mascho come to acquire
his five percent?

A’ You'd have to ask Dawn that question.

Q Okay.

A I think it was merit-based, but, you know, it's
speculation on my part.

Q Is there a board of directors or other
governing body for Bennett Group Financial Services?

¥ For Bennett Group Financiil Services, no.

Q Okay. How are decisions made at Bennett Group
Financial Services?

A Depends on the decision.

Q Okay. Who -- who controls Bennett Group
Financial Sexvices?

A Dawn Bennett.

Q Are there any matters at Bennett Group
Financial Services that she doesn'!'t control?

A I don't think there's -- I guess I don't
‘understand the depth of the question.

Q Okay.

A  For instance, if I neéeded to -- if I needed to

bring in a contractor to -- to fix -- fix a hole in the
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wall --
Q Right.
A -- that would be something that I would
control.
Q Okay.
A Or if I needed some computer assistance and I

called a vendor --

Q Okay.

A -- that would be under my control. But
ultimately, it would be under her control because she's
the boss.

Q So everything at the firm is ultimately under
her contxol; fair?

A Ultimately, yes.

Q And I know that you mentioned, you know, the
computer guy, the technician that may be areas that in an
intermediate sense are under your contreol but ultimately
under her control. What about matters'related to
securities, the advisory function when you had the
advisor? Were all those matters directly undexr her
control?

A Directly?

0 Yes.
A Ultimately, yes.
Q Yeah. So what's the distinction between
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directly and ultimately?
A Well, there were some things -- there are some
things that people have control over in their own

dominion that --

Q Okay .
A -- ultimately she was the final say, but some
of these things, she would -- wouldn't even need to know

about.

Q Okay. So individual people conducted their

work?
A Yes.
Q You know, working with clients and the like --
A Yes.
Q -- where she would not be involved; correct?
A Correct.
Q But ultimately, she would -- those people would

report to Dawn?

A Yes, hexr name is on the door.

Q Okay. And -- and ultimately, she would control
their activities; correct?

A In the sense that she had the power to fire
anyone, yes.

Q Okay. You mentioned that Bennett Group
Financial Services is a small shop. How many employees

does it currently have?
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Q And what is her role?

She's the chief executive officer.

o

Q Anyone else who's currently there?
A No.
Q Okay. Are you familiar with the program

Financial Myth Busting --

A I ~-"
Q -- with Dawn Bennett?
A I am.

Q Okay. Have you ever listened to it?

A I have.

Q Okay. How often -- well, let me ask you this,
Is it still -- is the program still being aired?

A It is.

Q Okay. How long has it been aired?

A Since -- since May of 2010, I think.
Q Okay .
A End of.May. May 23rd sticks in my head for

s06mMeE redson.

Q How mich does Ms. Bennett or Bennett Group
Financial Services get paid for putting on that program?

A Nothing.

Q Does Ms. Bennett or Bennett Group Financial
Services pay anything for that program?

A Yes.
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Q How much does Bennett Group Pinancial Services
or Ms. Bennett pay to have that. air?
A It's $1,500 a week.
MR. RINALDI: Okay.
MR. BRUCH: Changed over time.
BY MR. RINALDI:
Q So it's currently $1,500 a week?

A Correct.

Q Previously, was it more or less or --
A It was more.

Q Oh, it was more. OKkay.

A Mm-hnm.

Q What was the most it was?

A $4,000 a week, I think.

Q Why did the price go down?

A Or $3,850_ a week. §3,850 is the iast I
remember at ouxr old station. The price went down because
we went to a different stationm,

Q What station are you at now?

A We are;at WWRC -~

Q .Okay.

X -- here in the District, and we are nationally
syndicated thfongh Radio America.

Q Okay. So what period of time have you been at

‘that current station with the national syndication?

65
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A It's been a matter of months, maybe -- what is
this? This is December. Five 6r six months.

Q Okay. &And 80 that's on the AM dial, I assume?

A AM and FM.

Q Oh.

A Locally here, it's AM.

Q '0kay.

A But some of the affiliates that.have'piCKea it
up are FM.

Q And what's the number associated with it, if
you know?

A In which?

Q In the AM.

I know, but in which --

»

Q In Washington, D.C.
A It's 1260, I think.

Q Okay. And so then it's syndicated fxom the¥e

on both AM and FM?
A Cokxect.
Q And do you know what its listenership is?
A I have no idea. |
Q 'Sd'prior to being on 1260 with the national
syndication, where was the show?
A WMAL .

Q Okay. And how long was it at WMAL?

66
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Three -- three or four years.
Okay.
I think.
And was it also a national syndication?
No.

Okay. And WMAL is located here in Washington,

The District of Columbia, correct.

. OKay. And do you know the number that was

associated with it?

A 630 AM, 105.9 FM.

Q. ‘Okay.

A Or -- yeah, 105.9, I think.

Q Okay. Any other radio stations thée program hés
been on?

A No.

Q Okay. Any other television stations or other
modes of communication that the radio ~- the radio show

has been on?

A

Q

A

Busting?

Q

A

Sorry. Didn't --

Go ahead.

-- mean to interrupt. For Financial Myth

Yes.

No..
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‘A I never -- those -- those are two distinct
subsgts of time. Since she's done Financial Myth
Busting, she hasn't been on anyone else's program.

Q I see. So Financial Myth Busting started in
what year again?

A 2010.

Q And since then, she's nat been on any othex
programs?

A Not that I can remember.

Q Were you ever asked to do any work with respect
to the Financial Myth Busting show?

A What do you mean by work?

Q Did you have any roles or responsibilities with
respect to the program?

A Yes.

Q Can you describe those?

A Sure. Everyone on the staff needs to be -- we
rotate going in and actually sitting in, in the studio --

Q okay.

A -- and screening calls.

Q Okay.

A So to make sure that the questions are suceinct
and there -- yeah, so that.

Q And by everyone, who, besides ydurself?

A Wé've all done it. John Koorey has doné it.
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Q Okay. Did she have a script?

A No script.

Q Did she have notes?
A She may have had notes.
Q Okay. Did you ever prepare her in terms of the

substance of what would be spoken about on the program?

A There would be times when something would
happen on the news and anyone from the staff would say,
"Did you hear about this? It might be a good topic for
the show."

Q When you -- when you look at what we've marked
as No. 32, you know, the new -- and in particular, I'm
loocking at these last two pages.

A Okay.

Q New -- first of those last two pages is headed
by New Client List 2010. 1Is it fair to say that the
radio show had the effect of an advertisement, even if at
the time you didn't regard it as an advertisement?

A I honestly don't know how to answer that
question because I -- I can't -- it would seem logical
that it would appear that way, but I can't get inside
these people's heads to see if --

Q Was Bennett Group Financial Services mentioned

during the radio program?

A Dawn Bennett of Bennett Group Financial
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Sexvices, yes.

Q Was the telephone number of Bennett Group
Financial Services mentioned during the program?

A I mentioned it was because she offered to --
and she still does offer people if they have questions
about their portfolios to call in, and we would give them
free advice as far as doing portfolio review.

Q And the telephone number that was given was
Bennett Group Financial Services' telephone number, not
the one at the radio station; right?

A I know that we created a new telephone number,
and I don't know which one she uses. It's --

Q Okay.

A -- 855, something, something for Dawn.

Q But that -- but that is the telephone numbexr?

A Not to the radio station, although it does go
to the radio station.

Q But it -- but it rings primarily at the -- at
the offices and then is forwarded to the radio station?

A No, it doesn't ring at the office unless it's

forwarded from -- it's -- it's -- it's based so it'll --
Q Okay.
A It -- I know that it calls in to the radio
station.
.Q Okay.
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I’ve néver actually received a call in the

office from that line.

Q

A

.

Q

Okay.

80 I think it goes into a voicemail.

Is it --
I'm not sure.
Is this a toll-free number?

It is.

OKay. So it's a toll-free number that was set

up. DO you know when it was set up?

A

Financial

It would have been shortly -- shoxtly after

Myth Busting started. It was set up by the

producer of the show.

Q
A
Q
A

Q

step back.

Financial

A

program?

Okay. And who paid for that line?

We pay for it. .

Meaning Bernnett Group Financial pays it?

Yeah, sorry, Bennett Group Financial Sexrvices.
Wgs the -- was there ever mention of -- let me
Is there a website for Bennett Group
Services?

There is.

Okay. And what is the website address?

Www.bennettgroupfinancial.com.

Would that ever be mentioned on the radio

83
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A -Yes, it was. 1If you neéed -- in the context of,
if you have a question, go to our website and click
"contact us” and send us a question.

Q Is the website advertising for Bennett Group
Financial Services?

A I imagine the website might be.

Q Is that something that you would have reviewed
in your role as chief compliance officer for the advisor?

A It was --

Q The website?

A It was the website for Bennett Group Financial
Sexrvices, not Bennett Group Financial Services the
régistered investment advisor. That falls under the
purview of the chief compliance officer of the broker-

dealer.

Q Okay. And did the broker-dealexr review --

A Yes.
Q -- the website?
A Yes.

Q Okay. To your knowledge, did anyone, yourself
or anyorie else in a compliance role review the content of
thée Pinarcial Myth Busting show?

A Aftex the_fact; all of it was reviewed by
compliance -- .

Q Okay.

(12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
ENFORCEMENT-BGFS-0000388




10
11
12
13
o
15
16
17
18
19
20

21

22
23
24

25

87

Q Okay. So from 2008 up until now.

A 2010. Yeah, we didn't have --

Q 2010.

A Yeah.

Q I'm sorry. Yeah.

A 2010 to the present, you've understood that the

radio show was a source.of clients for Bennett Group?
A Sure. Sure. And the radio show is élearly
promotiohal.
Q Okay.

A That's -- that's not in dispute.

Q Okay.
A But --
Q Is there anything else you wanted to say? You

wanted to say something about the advertising?

A That's -- that's what I wanted to say.

Q Okay.
A As far as -- the -- the radio show is

concexned, . it's -- it is promotional.

Q Okay.

A And in the business of financial advising, it's
about peopleé knowing who you are and what you believe in,

and thatfs how you get clients.

Q Okay. So is it fair to say it was it was an

advertisement?

{12/4/2014] AUGUSTIN_TIMOTHY_ 20141204
ENFORCEMENT-BGFS-0000391




N

w

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

88
A I don't know that it -- it's fair to say it was
promotional.
Q Okay.
A And -- yeah.
Q Are you aware of anyone, Ms. Benneétt or anyone

else at Bennett Group Financial Services regarding it as

" an advertisement?

A That I don't know.

Q Does -- you mentioned that the transcript --
I'm sorry. You mentioned that the audio was reviewed by
the compliance function at Wégtern International.

A That is correct.

Q Okay. Never by Royal; right?

A We did not have a radio show when we were at
Royal.

Q Fine.. So we're only talking now about Western
International?

A That, is correct.

Q Why did Western Intexfiational want to xeview
the audio transcript -- I'm sorry -- the audio of their
radio show?

A ‘Sure. Like any -- any sort of appearance that
you want to post or disseminate --

Q Right.

A -~ after the fact --
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Q Okay.

A -- and I've read our answer on it. I don't
xecall her ever saying --

Q Let me ask you, what currently -- you're an
owner of the firm; correct?

A Yes.

Q What is your curfent title at the firm?
Financial advisor and --

A Chief operating officer.

Q Chief operating officer. So you're an officer
of the firm; coerrect?

A Three officers in a firm of four.

Q Qkay. What's the current assets undexr

managemeﬁt~of the firm?

A Brokerage assets?

Q However you define that term.

A ‘Okay.

Q What's the -- what's the number?

A Somewhere around 45 million.

Q ‘Forty-five million.

A Those are brokerage assets at Western
International. There are other assets that I -- I don't

‘knoy. I don't sée.

Q Okay.

A Things that are held away, things that are in

96
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pension plans, are held at -- at the companies,

Q Okay.

A And annuities, I don't see any of the insurance
business.

Q So as far as you know, the assets managed or
the assets under manage -- by "assets managed" and

"assets under management," do you understand those texrms
to be the same? |

A Yes.

Q Okay. And as far as you know, the current
numbexr is 45 million?

A Brokerage assets, yes.

Q Brokerage assets. And there's other assets
that you know are there, but you don't know the numbers;
is that fair?

A Correct.

Q Okay. . Can you give me an estimate of what the
total would be?

A I absolutely canriot .

Q Okay. Have you ever had a discussion with Ms.

Bennett about what the total number was?

A A long time ago, I had a discussion with Brad
Mascho about --
Q Okay.

A I wanted to know what we had -- had in
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insurance or in pension assets because there were monthly
trails that were showing up on the Commission report.
Q What --

A And I didn't know where they were coming from

so --
Q And what was the amount of the monthly trails?
A I don't remember. It was -- I don't remember.
Q Can you --
A It was many, many years ago.
Q Can you give me an estimate? It was more than
$107?
A Oh, yeah.
Q Yeah.

A Bbsolutely. It was -- you know, but it was

less than $20,000 a month, somewhere --

Q Okay.
y:y You know, I mean, this -- that's a wide berth,
I know, but it should -- you've got sales blotters or

Commission statements. It's very easy to look up.

Q Okay. So what did you and Mr. Mascho speak
about?

A I asked him what that was.

Q Yeah.

A And he said those were trails. I remembex

specifically we spoke of Dimension Data. I don't
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remember how much it was, but I remember it being

substantial enough to -- to make me wonder what it was.
Q Okay.
A But a company of that size, I would have

expected it to be more. And that's when I found out that
we're paid -- we were paid ten basis points on those
assets, so that -- that explained why it was not a huge

amount but it was still substantial.

Q And did you say they were insurance products
or --

A There was -- it was a variable annuity --

Q Okay.

A -- through Lincoln National.

Q Okay .

A That -- that was their pension plan.

Q 8o did Mr. Mascho ever identify a total numbex

or, you know, even if it's a subtotal for just those

assets that were under wanagement?

A For the pension plans?
Q Yeah.
A Yes.

Q What did he say?
A We needed that for the ADV filing.
Q And what did he say it was?

A At least at that time, it was 50 -- 56 or 65
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million, one of those two. I don't remembex.
Q And when did you have that conversation with
Mr. Mascho?
A It was May of 2000 -- 2009.

Q Okay. Okay. So I understand that you only

have firsthand knowledge of the brokerage assets;

correct?
A That's correct.
Q Did you understand them to be under management?

A Yes, I did.

Q Okay. And so you said it's currently 45
million. What was it approximately in 2013°?

A I don't -- I don't know.

Q What about 20127

A I don't know.

Q What about 20117

A I don't know.

Q What about 2010?

A The only thing I remember is the high point,
which was right around 400 million, whicﬁ was in 2009.

Q Okay.

a I think 2009. Maybe early '10. I don't
remember, but I remember that being the high mark.

Q So in 2009 or perhaps early 2010, it was around

$400 million?
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A Yes.

Q All right. And when did that begin®

A Well, I need to -- we need to establish a
baseline first -- ’

Q Okay.

A -- before I can --

Q Yeéah, how many hours '@ week did she typically
work during, say, the 2010 to 2014 time period?

A 2010 to 201472

Q Yeah.

A Fifty to 60 in the office, and then I still get
emails in the middle of the night.

Q Okay. And has tliat increased moie ih recent
timés?

A In the past -- in the past year, probably éven

‘more than that --

Q Qkay.

A -- just because we are so shoxrt-staffed in the
office, and there are moré things to do. We have to
Yebuild so --

MR. RINALDI: I'in going to put in front of you

what we'll mark as No. 40.

~(SEC Exhibit No. 40 was marked for
identification.)

MR. RINALDI: Here you go. You can take the
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THE WITNESS: Okay._
BY MR. RINALDI:

Q Have you seen this document before?

a Yes, I have.

(o} What is it?

A It's the policies and procedures manual for the
registered investment advisory.

Q Who authored it?

A It was -- it was written by Compliance .Advisory
Services.

Q Okay.

A And it was modified by me.

Q  And how did you iodify it?

A I had to tailor it to us specifically, and I
don't remember what the changes were exactly. Minor
things. Is there a page you want me to look at?

Q Yeah, I would like you to turn to page 6.
There's a headirg, "Supervision."

A Okay.

Q It says, "Tim Augustin -- " if you look third
‘paragraph down -~

A I see it.

Q " -~ is the designated chief compliance officex

for Bennett Group Financial Sexrvices." Do you see that

107
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there?

A I do.

Q And that's a’ -~ that's a true statement;
correct?

A Yeah, this is -- this is the supervisory policy
and procedure manual for the registered-investment‘
advisory, not for Bennett Group Financial Services, LLC.
There is a distinction.

Q Okay. Was -- was Ms. Bennett wearing her
advisor hat in any respect during her Financial Myth
Busting program?

A I don't know what that means.

Q Did she ever mention during the radio program,
to your recocllection, that Bennett Group Financial
Services was a reéistered investment advisbr?

A Not to my knowledge.

Q If she had, would you have wanted to conduct a
review of the audio recordings of that program?

A I don't -~ I don't think that it -- I can't
imagine. that she said that and I --

Q Okay.

A I'11l tell you why she wouldn't, bécause we

didn't put anybody in the RIA platform unless we

. absolutely had to. There was one client on the RIA

platform, and that was because, at the time, Royal
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and Omega World Travel. That was the 6nly réason we
opened it.

Q And so that was the only type of advisory
clients that Bennett was seeking to obtain?

A For the RIA, that's correct, until we opened
the mutual fund. And then once we -- once we had the
RIC, then that facilitated us to -- we withdrew the
registration as pension consultant and we had the RIC.

BY MR. RINALDI:

Q If you look at the fourth pafagraph on page 6
of No. 40, it says, "The chief compliance officer may
delegate certain supervisory responsibilitiés to other

. qualified supervised persons of advisor." Do you see
that there?

a I do.

Q Did you ever delegate any supervisory
responsibilities to any other pexrson?

A There wasg nothing to delegate.

Q I'm just asking --

>

Yeah, so no.

Q No, okay.

A No, I have no idea what -- there was -- thére
was one client. I handled her trades. I did wost of the
correspondence with her, so there was nothing to

supervise. And we were covered because of -- becausé we
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they came in, and they went through all of our RIA
paperwork, all of our books and records.

Q Did you -- in your capacity as chief compliance
officeéxr’ of the advisor, did you ever go through any
compliance -checklist? .

A Yes.

Q Okay. Can you explain that, what you did?

A It was a long time ago. Everything -- things
were outlinéd in this particular manual.

Q Meaning Exhibit 40°?

A Yeah, Bxhibit 40. And I went through -- there

wasn't -- there wasn't much to test.
Q Right.
A So, you know, there were -- there were

checklists. I remember checking things off, making sure

that all thée paperwork was there --

Q Okay'.

A, ' -- that shé received her -- her offexr of an
ADV.

Q Okay.

A Every year that she or one client received the

privacy policy --

Q Yes?

A I don't remember what else there was, but there

111
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. were -- you know, and I updated the manual eyery June or

July.
Q Did you perform an annual compliance éeviéw?
A I -- I don't know.
Q Did you perform any periodic compliance review?
A If you mean compliance review --
Q Do you -- do you know what "compliance review"
means?

‘A Yeah, there's a checklist that -~ that we --
that wa established with the help of Compliance Advisory
Services, but things got -- my -- my head is -- is a
1ittle confused because everything was changed in 2011
when we hdd a new -- .a new person come in and revamped
our cofmpliance.

o] During the time when you were the chief
compliance officer?

A This was during --

Q Right..
A -~ the timé, yeah.
Q Yeah, did you ever perform an annudl or other

periodic ¢compliance review?
A ° In as far as I understand that, yes.
Q Okay. And tell me what you did to do that

annual or other periodic compliance review?

A I've just told you.
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Did the checklist?
The checklist.
Anything else?
There -- no, there was nothing else to do.

And did you ever seek advice from anyone about

what you needed to do in terms of an annual or other

periodic compliance review?

A

Q

A

Q

Yes.

And from whom? ,
Compliance Advisory Services.
And in particular, Ms. Bond?
Ms. Bond.

Is there anyone else that you spoke to at

Cbmpliance,Advisory'Services?

A

Q

Not once we engaged them.

Okay. Was there somebody-otherwise at

Compliance Advisory Services?

A

Q

A

It was a partner, anothex principal
Okay.

-- of Compliance Advisory Services named

Laverne Zellman --

0 .

A

okay.

-- who was hired by Rayal Alliance Associates

to come in and -do an annual examination of Bennett Group.

Q

Okay.
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A .And that's -- that's how I found out about
Compliance Advisory Services. I asked her if -- I told
her we were thinking about opening an advisory.

Q Right.

A Is that something she could help us with,
because she was a compliance person.

Q Right.

A Forumier chief compliance officer. She said,
"Well, there might be a conflict of interest, and so I'm
hére givihg you an examination now. But here's my
business partner."”

Q Okay.

A "Give her a call." And‘so I called herx.

Q So neither you nor Ms. Bennett rior Bennett
Group Financial Services received any adv;ce from Ms.
Zellman?

A ‘Qther than to call her partner.

Q Other than to call her partner?

A That's corréct.

Q And what advice did you receive from her
partner, who I assume is Ms. Bbﬂd --

A Ms. Bond, correct.

Q -- regarding your role as chief compliance

‘officer?

A .She sent me periodic updates about the filings
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that we needed to do. She facilitated and the ADV

updates. and --
Q What did she facilitate?

A Updates and -- and re-filings and things like

‘that, filing of the ADV.

Q Okay. So other than helping you with the
filing of the ADV and sending you periodic updates -- I
assume that was about the industry generally?

A Yeah, I think so.

Q Okay.

A I guess.

Q Did she do anything else for you?

A She helped to craft this.

Q Meaning No. 40?

A Or sent -- sent a template for this, yes.
Q Okay. Sent a template for No. 40?

a Mm-hmm.

Q And you modified it in some way?

A Correct.

Q But you don't know how you modified it?
A There are just minor changes to tailor it

specifically to Bennett Group.
Q Okay. And anything substantive or, you know --
A I don't recail.

Q Okay. Anything else that she did?
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A That's all I remember.
Q DO you recall ever asking her for any other

adviec?

A I don't recall.

Q Do you receive -- recall receiving any advice
from her?
A I don't recall receiving any advice.

Q So is it fair to say that to your knowledge,

"neither you nor Ms. Bennett or Bennett Group Financial

Sexrvices -- let me -- let me step back for a second.

We've been talking about you. I want to make
sure this is inclusive of Ms. Bennett and Bennett Group
Financial Services. Other than helping you with the '
£filing -- other than helping with the filing of the ADV
and. sending these generalized industry updates --

A Mm-hmm.

Q -- did Ms. Bond provide any other services to
either you or Ms. Bennett or Bennett Group Financial
Servicesf

A Not to my knowiedge. Not to my recollection.

Q And did anyocne else from Compliance Advisory
Séxvices provide any other advice or servicés to Bennétt
Group Financial Services, Ms. Bennett or you?

A Not to my -- at Compliance Advisory Services,

no.
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Q So there was never a circumstance, to your
knowledge, where anyone from Bennett Group Financial

Services got on the phone to Ms. Bond and said, "Hey, we

‘have 3 guestion about this particular topic. How would

you address it?"

A I don't remember.
Q Okay.
A I don't remember, but I -- as far as the annual

audits and things like that, the broker-dealer came in
and went through -- they did a compliance review of the
RIA as well. So -- .

Q 8o she had nothing to do with that?

A She had nothing. The broker—déaler did.

Q So6 is it fair to say that Ms. -- let me ask
you, did you pay for the industry updates, or were they
more sort of a marketing material by Advisory Compliance

Services?

A I don't know that I would characterize them as.

marketing materials.

Q Okay.

A But they were -- they were unsolicited.

Q Okay. And did you ever rely on any of those?
A I don't remember.

Q Do you rxrecall Ms. Bennett or Bennett Group

Financial Services ever relying on them?
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Q Okay. Do you recall the subject matter of any
of them?

A I don't.

Q Okay. @And to your knowledge, are these -- were
you the only firm to have received these industry
updates?

A I'm sure not.

Q OKay. So this is something that, to your
knowledge, Ms. Bond sends to clients or former clients or
prospective clients?

A Absolutely.

Q Much the way, say, a law firm might send out an
update regarding a new statute? |

A Sure.

MR. RINALDI: Sure. So then is it fair to say
that the only service that Bennett Group Financial
Sexvices or you or Ms. Bennhett received from --

THE WITNESS: Dawn Bond?

MR. RINALDI: -- Dawn Bond or ~--

THE WITNESS: Compliance Advispry Sexvices.

MR. RIﬁALDI: -- Compliance Advisoiry Services is
with respect to the filing of the ADV?

MR. BRUCH: That's -- that's not what he

testified to. You just spent 10 minutes going over what

118
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services, what the relationship was. Why do you need to
characterize it beyond that?

MR. RINALDI: Well, I'm just -- I'm asking --

MR. BRUCH: "Is there anything else?" is your
question.

MR. RINALDI: Is there anything else?

MR. BRUCH: Thank you.

THE WITNESS: Just what we've discussed.

BY MR. RINALDI:

Q Okay. And so what, then, was the time frame of
the services that she provided? When did they begin and
when did they end?

A They started in end of 2008 --

Q Right.

A -- and finished 20 -- beginning of 2011.

Q And -- and why did they end in 2011°?

A Because I wasn't sure we were getting the best
advice. I wasn't sure we were getting everything that we
needed. So I contacted -- I contacted oux
broker-dealer --

Q Okay.

A -- and asked if he knew anybody who was a
compliance person who could come and help us straighten
out the -- straighten out our compliance program if there

were any problems.
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A It was a long time ago.
MR. RINALDI: Should we take a break for lunch?
MR. BRUCH: We should.
MR. RINALDI: Yeah, why don't we go off the

recorxrd?

(Whereupon, at 12:51 p.m., a lunch recess was

taken.)
AFTERNOON SESSION

MR.. RINALDI: We can go back on the recoxd.

THE WITNESS: Excuse me.

Mﬁ. BRUCH: Michael, are we done with the --

MR. RINALDI: Yeah, he can put those to the
gide. I'm going'td put in front of you what has
previously been marked as No. 5. So this is a -- at the
top, Barrxon's.

THE WITNESS: Okay.

BY MR. RINALDI:

Q 1f you look here, there is a reference in the
title, Top 100 Women ?inanqial A&visors, And you see
down there rank, five.

A Mm-hinm.

Q Right? For 2009, Dawn Bennett, Bennett Group,
Washington, D.C. Total team agsets: 1,100. And you'll
see there, there is a reference. 1It's in millions. Do

you see that therxe?
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A I do see that.

Q@  So that would be 1.1 billion; correct?

A That's how I read this, yes.

Q So is it the case that at that time, Bennett

‘Group Financial Services had total team assets of $1.1

billion?
A It's possible.
Q Do you know what that is comprised of?

A I Xnow that it's comprised of certain brokerage

assets.
Q Okay. Anything else?

A And apart from that, it would be assets held

Q  Okay.

A -- which would be annuities, insurance, things

’

like that.

Q Anything else?

A I think that there were some -- there were some
short-term cash monies that was -- that was being advised
on --

Q Okay.

A -- for various entities.

' Q Do you know any of the entities?
A I believe Dimension Data -- \
Q Okay.

143
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A -- was one.

Q Anything else?

a Omsga World Travel was ohe.
Q Okay.
A Mount Vernon Ladies' Association was one.

Q Okay. And how do you know about Dimension
Data, Omega World Travel and Mount Vernon?

A Well, Dimension Data was one of the -- and
Omega Travel, Omega World Travel, were some of the trails

that came in.

Q Okay.
A So I know that the monies were there somewhere.
Q Right.

A And Mount Vernon I know because the CFO, his

. hame was Barton Groh. Barton Groh was a retail client of

Bennett Group. And we had -- we had some brokerage --
also some brokerage monies that was -- that was on our
platform at Royal Alliance at the time, I think.

Q Okay.

a And then later, Western. And -- yeah.

Q So are you able to put dollar figures with any
of thése particular sources of assets?

A I can't.

] Okay.

A I can't. The only thing I -- the only thing I
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A The short-term monies.
Q The short-term monies.
A Cash, cash monies.

Q So those are the three buckets --

A Yes, correct.

Q . -- we're talking about? And so how much were
the short-term monies?

A That I don't know.

Q Okay. So of the 700 million, approximately,
you can't categorize that as either --

A I can't.

Q Short-term monies are held away, assets?

A I can't bifurcate that at all.

Q And by "held away," to be clear, what we're
talking about is -- is assets that are not on the books
and records of the brokerage firm?

A, Correct. Arnd that's bucket two.

Right.
And then buc¢Ket three is --

QCash.

OO om0

-- something that I can't speak to because I
dohi't know- anything about it.

o} Qkay. Did,yod ever have otcasion to question -
Ms. Beénnett about representations that were made

regarding the amount of assets or assets under management
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that Benhett Group Financial Services had?

A No.

Q ‘Did you ever have occasion to have a discussion
with her redgarding that subject?

. Not that I recall.

Q Did you ever have occasion to ask anyone at
Bennett Graup Fih;ancia‘l Services about any
reépresentations that were being made about the amount of
agsets managed -or. assets under management?

A I really didh't --

e} Okay.

A -- be¢ause all of that was --

0 Well, go ahead. Why not?

A Anything that -- nothing. I have nothing to
say.

Q Do you have-any understanding as to why -- I'll

.show you what's previously been marked as No. 6. This is

a document. It's headed Top 100 Independent Financial

Advisors --
A Okay.
Q -- 2009. And you'll see on here number 26 is

Dawn Bennétt, Bennett Group Financial Services.

Location: Washington, D.C. So here, the number has gone

to $1.3 billidn. Do you see that there? It says 1300,

‘and there's an indication that that's in wmillions of --
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1 do you see at the bottom here?

2 A I do.

3 Q Okay.

4 A There seems to be some error because this --

5 this --

6 Q Rigﬁt.

7 a -- comes from this.

8 Q Okay:..

9 A There was -- there was no other submission.
10 MR. BRUCH: When you say “this," you mean --
11 THE WITNESS: I mean the women f£inancial
12 advisors came from -- came from the databasé that created
13 the independent financial advisors.

14 MR. RINALDI: Okay-

15 : THE WITNESS: So I don't understand why --
16 MR. RINALDI: Why there's a discrepancy --
17 THE WITNESS: Why there is a discrepancy.

is MR. RINALDI: -- between 1.3 and 1.1,
THE WITNESS: Corxrect.
MR. RINALDI: Okay. Let me show you another
document.. This is what we've marked previously as No. 7.
This is 2011 ‘Top Advisor Ranking, Washington, D.C.
BY MR. RINALDI;
Q Now, by "advisor" do you understand that to

fmean investment advisors?
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A I do.

Q Okay. So here --

A Bxcuse Me.

Q -- Dawn's number two, Behnett Group Finhancial
Sérvices, LLC. Location: Washington. AAnd it shows the
total assets at 1.8 billion. Do you see that there?

A I do.

Q Okay. Do you have any understanding as to

whether the $1.8 billion number is correct --

A I have no idea.
Q -- as of 2011°?
A I have no idea.

Q Did you -- did you understand yourself to have
any responsibility for claims that were made about the
amount of assets undexr ménagement by Bennett Group
Financial Services, LLC?

A Everything that we -- anything that was

supplied -- anything that was supplied to any -- Barron's

or anybody --
Q Right.
A -= should have gone through the broker-dealer

for vérification and approval.
Q TO be clear, Bennett Group Financial Services,
LLC, was duly registered as a broker-dealer?

A Was duly.
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Q And an investment advisor; right?

A Correct.

Q So this reference to Bennett Group Financial
Services, LLC, in 2011 is also to investment advisor
Beénnett Group Financial Services, LLC; correct?

A I guess that's true.

Q And the document has a heading 2611 Top Advisor
Rankings, which a few moments ago you testified was a
reference to investment advisors; correct?

A Yeah.

Q Okay. So my question is to you, did you
understand yourself to have any responsibility for the
accuracy of representations that were made ab;ut the
amount of assets that Bennett Group Finahcial Services,
LLC, had under management?

A This is -- this is the first I've actually seen
this.

Q Okay.

A Yeah, okay. This is not representative of the
assets thatlmére certainly on the advisdf.

Q Okay. My question to you is, did you
understarnd youxrself to have any responsibility for thé
accuracy of representations about the amount of assets
under management that Bennett Group Financial Services

had?
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A I guess I was responsible for some of that,
yes.

Q Okay. And did yuu dischaiye Lhat
responsibility?

A I don't remember. Like I said, I've never --
I've never seen this before, this 2011.

Q Did you ever make any efforts to confirm the
accuracy of any representations made about Bennett Group
Financ¢ial Sexvices' assets or assets under management?

A I was -- it was always very clear to me that
the assets on the brokerage side and in -- in bucket two,
I verified with -- with Brad Mascho what was in the
pension side. And then in bucket three were funds that
were -- that Dawn advised on that were outside.

Q Okay. And what did you do to verify it with
Mr. Mascho?

A Well, we took the trails.

Q Okay.

A And I found out once I figured out what -- what

it was --
0 Right.
A -~ I reversed it, and I found out frow him

what the -- what the payment was, which was ten basis
points --

Q Right.
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A -- and 35 Basis points, respectively, for

Dimens;on Data and for --

Q Okay .
A --7Omega World Travel. And I reverse
engineerad them to come up with -- it was somewhere

around 45 or 48 willion. This is years ago now, 48 or 40
-- 5 million for --

Q Okay.

A -- Dimension Data and another 10 for Omega.

Q Okay. BAnd so that would be roughly in the time

frame that we're discussing here, this 2009 to 2011 time

frame? Faix?

A It absolutely was in May of 2009.

Q Now, why did you go about verifying this
through reverse engineering? Why not just find out what
the amount of assets under management were for Dimension
Data and Omega World Travel?

A Becausé .at the time, I didn't know how to do
that.

Q Okay. Did you ask. anybody?

A I asked Brad what those -- what those assets
were and he told me.

Q And he told you it was 45 to 48 million for
Dimension Data?

A He gave me ballparks, and then I verified
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Q Okay.

A . But there were -- I found out aftexr the fact
that. there actually wére quarterly statements --

Q Okay.

A -- that were seént to the broker-dealer --

Q And when did he learn that?

A -- that -- that I could have -- a couple of
years later.

Q Okay. But you didn’'t look at those at the
time?

A They're at the broker-dealer.

] Okay.

A S6 I -- therxe was no -- there was no need for
me to do.it.

Q Okay.

A Because by that time, I was no longer -- that
would have been after I relinquished my duties as chief
compliance officer for the firm --

Q Okay.

A -- for the advisory.

Q So I'm looking here between Dimension Data and

' Omega World Travel, at most, $58 million. Fair?

A Sure.

Q And you testified in this 2009 to 2011 time

154
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frame, there was abput $400 million in brokerage assets?

A

Q

A

Q

Correct.

Although it declined from 2009?

Yeah.

So at most, in that time framé, it was about

$400 million; correct?

A

Q

Okay?

Lo

o

O

source

A

Q

A

Q

see. So we have 400 plus 58. That's 458, something like

Correct.

Okay. So, you know, my math gets me to 458.

Sure. I --

So how do we get the 1.8 billion?

Like I said, there -- there was a third bucket.

Okay. Of cash?
Of cash, correct.

Okay. So the cash would be the only possible

Yes.
-- for the remaining amount?
Absolutely.

Okay. $So -- so my math gets me to -- let's

$1.3 to $1.4 billion of cash; right?

A

Q

Sure.

Okay. So was there $1.3 to $1.4 billion of

cash that she was providing advice about?

155
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A I don't know.

Q That's a large number, 1.3 and 1.4.

A Indeed it is.

o] Did you have any understanding as to whether it
was even in that ballpark?

A I have no idea.

Q Okay. So during this time frame, 2009 to 2011,
you were the chief compliance officer for the firm?

A For the advisor.

Q For the .advisor, yes.

A Correct.

Q And you understood it was your responsibility

to confirm representations that were being made such as

. the ones in No. § .and 6 and 7; correct?

A Correct.

Q Okay. So in order for the representation in
No. 7 to be correct, right, the cash amount as you
understand it would have to be aomgwhere in the
neighborhood of $1.3 to $1.4 billion; correct?

A According' to that math, yes.

Q Okay. So is there any other math that would

apply?
A No.
Q ‘Okay. §So it would have to be somewhere in the

realm of $1.3 to $1.4 billion. And sitting here today,
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it ‘s your recollection that you have no understanding if
it was even in that ballpark?

A I -- this is the first time that I've seen this
$§1.8 billion.

Q Have you ever heard of any claimsg by Ms.
Bennett that Bennett Group Financial or any claims by
anyone thaﬁ Bennett éroup Financial Serviceés managed or
had assets under management in excess of $1 billion?

A I do not recall her saying that, but I do

recall seeing it in a transcript that was provided to the

SEC. !

Q Okay. And what was tﬂat a transcript of?

A The radio show.

Q Okay. And is that something that at the time
you recall hearing on the radio show or was the --

A I --

Q -- transcript the first time you recall seeing
that?

A I don't recall hearing it on the radio show.

Q Okay. Prior to the institution 6f this
investigation, were you ever aware of -any claiws by
Bennett Group Financial Services regarding the amount of
assets it had or assets undeY managemeht or assets
managed?

A Was I aware of --

157
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Q Were you aware of --
A -~ any claims?
Q -- any claime by Dawn Bennett -or Bennett Group

Financial Services regarding asgets or assets under
management or assets managed?

A Yes. z

Q Okay. BAnd what were you aware of?

A I was aware of this 1.1 billion.

Q Okay. So thexe -- so there was a circumstance
whére you were aware of --

A Of there being --

Q -- a representation that was noxth of §1
billion?

A Of there being -- yes.

Q And -- and --

A From a third bucket of funds.

Q And to be clear that that, what you said, what
we're talking about, we're talking about the
‘representation in No. S°?

A Correct.

0 Cokxrect? So even there, $1.1 billion, xight,
if you subtract out the $458 million, which is the
Dimerision Data and Omega World Travel numbers and the, at
the most, the brokerage assets; right? You're still in

the neighborhood of about, you know, $600 million.
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A Six hundred.
Q What..did you do to verify that there was $600

million of cash being held?

. I -- I never said it was being held.

Q I'm sorxy.

A I said "being advised on."

Q . Being -- being advised on.

A I asked -- I asked Dawn.

Q Okay. And what did Dawn tell you?

A She said that -- that she was ﬁandling short-
term monies for -~ for some of the -- our larger

corporate clients -- corporate clients.
Q And did she mention who in particulax?
A She may have. I'm pretty sure she would have.
Q Okay. And you know which orie she identified?
A It would have been the ones in question,
Dimension Data particularly. I don't know that we
concerned ourselves much with Omega World Travel.
Q How about Mount Vernon Ladies' Association?

A Did a lot with Mount Vernon, so she may have

mentioned that but --

Q But you don't recall?

A Not specifically.

Q Did you ask to see any documentation?
A

I don't remember.
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MR. RINALDI: Did you --
MR.. MCGLYNN: See any --
MR. RINALDI: Yiah, yo dhead. I'w sotry.
BY MR. MCGLYNN:

Q Did you see any fees coming in thé door as a
result of that money?

A . I did not.

Q Did you inquire about that?

A I don't remember if I did or not.

Q Do you recall, sitting here today, thinking
about that?

A Just now as you asked the gquestion.

Q Okay. So at the time, you didn't ~-- you don't
recall thinking about there was no money coming inh the
door as a result of this mohey being managed?

A I really didn't concern myself with that. I
had no reason to question what I was being told.

BY MR. RINALDI:

Q Dé you have any understanding as to why, for
purposes of these 1lists, such as we are seeing on 5, 6
and 7, you might want.to have a number for assets that's
highér than other investment advisors?

A Do I understand why that would be --

Q Yeah, is theré certain benefit that comes to

the firm from having a higher number? . So if you look at
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A Yeah, it was a --

0 Right.
A It was a shocker.
Q Right. So when -- now, I think a few moments

ago, you said you were not aware of No. 7 prior to

today's testimony?

A 1 -- this -- this is the first time I've seen

this.

0 Okay. So why --

A I was awére of -- I was aware of --

Q Yeah.

A -- something because wWe were contaéted by Mr.
Goins --

Q Okay .

A -- about -- and by this time, I was out of ;he
loop.

Qo Okay.

A But I remember there being another advisor

ranking that came out. Apd I assumeéd -- I assumed that
it was a vestige of 2009. I have never seen 2011.

Q Okay. So when you go back to, say, Exhibit No.
§, right --

a Okay .

Q -- this is the one from 2009 or also the one

frota No. 6, also from 2009, were you aware of these in
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20097

A I was aware of these in 2009, the women's one.

Q | Okay.

A The $1.1 billion.

Q So is it -- is it your testimony that it was a
shocker to see Bennett Group Financial Services appear on
these lists?

A Yeah, yeah, I didn't think that we were -- I
didn't think that, being a new firm, that we were -- that

we would have made it.

Q And is that because you weren't big enough?
A No, just because we weren't in existence long
enough.

Q Okay. But presumably a firm that just started
that was big and successful could make these lists;
correct?

a Maybe. I didn't know -- to be -- before 2009,
I didn't know anything about these lists. The only --
the only interaction I ever had with this was I went to a
Rick Edelman seminar, and he had just talked about being
on the list. That was the first I'd ever even heaxrd of a
Barron's list.

Q Did you ever --

A That was 2007 ox '08.

Q In the 2009 to 2011 time frame, did you have
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1 Q Okay. So -- so did you -- do you have a

2 recollection of having seen No. 5 and No. 6 in 20097

3 A I've seen No. 5.

4 Q Okay.

5 A I don't remember when. No. 6 is a screen

6 print, so, you know, I probably saw it in the Barron's --
7 Q Okay.

8’ A -- itself, not this specific exhibit.

9 Q So you've seen it. You've seen the data that's

10 in No. 6?
11 A Yes.

12 Q Maybe not in this -- this layout?

A Yes.

Q Okay. So if you look at the $1.3 billion
number that's referenced in No. &, do you recall, if you

had any reaction, what your reaction was to that when you

sav it in 2009°?

A I didn't really have a reaction because I was

just so surprised that we were 26th.

20 Q Okay. But -- so you had no reaction to the
21 numbeyr in that column?
22 A I didn't.
23 MR. RINALDI: Okay.
24 BY MR. MCGLYNN:
X:fs Q Did you ask how you were able to get to 26? Jga\
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A As I stated’béfore, there were -- there were
three buckets of money. I knew about the first bucket.

MR. RINALDI: Right.

THE WITNESS: Ahd that -- that I verified and
passed on. And I knew that Brad had some. He did his
calculations and did it and then either he and Dawn or
Dawn added a thixrd buckét because I know for -- I know
that she defiﬁitg;y'knew‘abdut it, .and' I assume Brad Knew
about it: too, but I ean't attést to that in the
affirmative,

BY MR. RINALDI;

Q And this is that large bucket of cash money;

¥ight?
A Corrxect.
Q So in even at the $1.1 million level -- billion

-- I'm gsoxty -- $1.1 billion level, this would account
for hundreds of millions- of dollars?

A  sure.

Q Right? And besides askKing Ms. Bennett. if that
nuwber gkisted, did you do anytniﬂg else to verify that?

A NG..

Q  Okay.

A That's all I did to verify.

MR. BRUCH: Can I --

MR. RINALDI: Yes.
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MR. BRUCH: Can I talk to the client for a

MR. RINALDI: Sure. We can go off the record.
(A brief recess was taken.)

MR. RINALDI: We can go back on the record.
THE WITNESS: Okay. Great.

MR. RINALDI: I'm going to put in front of you

what's previously been marked as No. 9.

Ry

0

THE WITNESS: Okay.

BY MR. RINALDI:

Have you seen this document before?
Is there a date for this?

I will show you something that may help you.

ORay.

‘If you go to page -- beginning of question

numbexr 50 and you seée question number 61 about two-thirds

of the way'dpwn total team assets.

=]

1.8.

$1.8 billion.
Okay. So this was --
Yeah, ’
-- the 2011? No, I haven't seen this.

MR. RINALDI: How -did the Barron's information

come about?

THE WITNESS: Barron's information?
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MR. RINALDI: Yeah.

THE WITNESS: From 2009 or -~

MR. BRUCH: The application process.

THE WITNESS: -- 2011?

MR. BRUCH: Go back to the beginning of the
appiication process.

THE WITNESS: Okay.

MR. BRUCH: Whose idea was it?

THE WITNESS: It was probably my idea because I
had gone to a Rick Edelman -~

MR. RINALDI: Okay.

THE WITNBSS: -- Rick Edelman seminar, and he
was talking about it.

MR. RINALDI: Okay.

THE WITNBSS: ®#nd I thought, well, that might
be somsthing we might be interested in, so I mentioned it
to Dawn. And I remember her kind of pooh-poohing it

because Marvinh McIntyre was always at the top. And she

‘thought it was a bunch of garbage. )

MR. RINALDI: Right.

THE WITNESS: And then that was it for a while.

MR. RINALDI: Right.

THE WITNESS: And a few months la;er, I got an
email fromr her saying, "I got this." Can you £fill it

out? And it was a link to the 2009 questionnaire, so it
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must have been 2008 that I got it.

MR. RINALDI: Okay.

THE WITNESS: And so I filled it out --

MR. RINALDI: Right.

THE WITNESS: ~-- with all the ihformation I had.

MR. RINALDI: Right.

THE WITNESS: I asked operations to compile a
retention number so that wé could fill that out bécause I
-- I didn't have that number.

MR. RINALDI: Yeah.

THE WITNESS: So they filled the -- Katie did
the clients' beginning of year versus who left --

MR. RINALDI: Yeah.

THE WITNESS: -- fox reteéention purposes. 1

filled out as much of it as I could and then ---which

included brokerage assets.

MR. RINALDI: Yeah. '

THE WITNESS: And then I passed it on to -- to
Brad because I knew he had assets that -- that I didn't
know about that he could easily look up or lock up easier
than I could, moxe easily than I could. And then to the
best of my knowledge, it went to Dawn. And she added the
éssets that she had been advising on and then it was
submitted.

BY MR. RINALDI:
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help and input on it or not.
BY MR. RINALDI:

Q Now, do you know for a fact thaﬁ Mr. Mascho
submitted it? |

A It was Dawn or Brad. It had to have been one
of those two.

Q One of those two. Did you -- did you review
the materials before it went into Barron's?

A Not before submission. No, I didn't because I
had done everything that I knew --

Q  Okay.

A -- to do.

Q And you understocod this -- you went to the
Bdelman seminar?

A Mim-hmm, I did.

Q You suggested this --

A I did.

Q -- td Ms. Bennett because it was advertising
for the firm; right?

A ‘It's certainly promotion for the firm.

Q okay.

A It was more curiosity than anything. That's
why I suggested it.

Q And before that was submitted, whethexr it was

by Mr. Mascho or Ms. Bennett or whomever submitted it;
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there, and I'm asking'you whether oxr not, as the chief
compliance officer of that advisory firm, you have a
responsibility to make sure that those humbers were

cobxrrect?
MR. BRUCH: I think he already said that.
THE WITNESS: And I did -- I did verify to the

best of my ability that the numbers for the 2009 were

correct.
BY MR. RINALDI:
Q Going back to No. 9, have you ever seen 9
before?

A No, this is the first time.

Q All of these numbers to Barron's, whether it's

$1.1, $1.3 or $1.8 billion, those were self-reported by

somebody at Bennett Group Financial Services; correct?
A Correct, they would have been, yes.

Q So would it be fair to say that both Barron's

" and its readership had an expectation that the numbérs

that were being provided to them were correéct?

A I would think so, and I don't know that they're .
incorrect. .

Q Was it impbrtang to you as a three percent
owner of the firm what the size of the assets of Bennett
Group Financial Services were?

A No.
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Q So it made no difference to you whether it had
$1.8 billion in assets under management or $20°?

‘A It could have had 36 trillion. It wouldn't
have made a difference to me.

Q I'm going to show you No. 10.

A Except that maybe I'd be able to hire some.more
help.

Q Excuse me, I'm sorry. No, I'm sorry. What
did you say?

A I said, "Bxcept maybe I might be able to hire
more staff if I had $6 trillion in assets.®

Q I'll show you what's previously been marked as
No. 10. This is an email message from Bradley Mascho to
Dawn Bennett, dated September 13, 2010. So if you look
here, second paragraph, second sentence, "We now manage a
little over $1.6 billion AUM."

A Okay".

Q Do you deé that there?

A I do.

Q You see at the top there is a refeéerence to
Connie.

A Ckay.

Q Do you see that there? Do you know who that's

a reference to?

A I have no idea.
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Q Have you ever seen this document before?

y:4 I have not seen this document before.

Q Sitting here today, do you think it was a true
statement that. Bennett Group Financial Services managed a
little over $1.6 billion AUM in September of 2010?

A I don't know. All I can -- all I can tell you
is we did not have that sort of number on the brokerage
side. I don‘'t know what was -- I don't know what was
held "away or what was otherwise advised on.

Q And that's because the 1last time you knew about
that was to prepare the 2009 numbexrs for Barron's when
you got the 45 to 48 --

A That was -- that was Dimension.

Q Half-million dollar number for Dimension --

A And then there was Omega.
Q -~ and 10 million for Omega; correct?
A Correct.

Q Okay. So after that time ffame, you didn‘'t
know arniything about the assets held away or. the cash
assets?

A I knew there was some., I just didn't know
what --

Q Right.

A Before that, I didn't know what the number was.

Q And you knew that there were some because why?
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Because I knew that we had held away because I

had asked about them.

Q

A

Right.

And when the Barron's came out and I asked

about the 1.1, I was told about the other cash mories.

That's how I knew about that. So I knew there was

something.

Q

Do you have any understanding as to whether or

not Bennett Group Financial Services continued to make

representations about assets under management after 2009

in whatever format, whethexr it was Barron's or some other

forum?

A

A

Do I know if they did?
Yeah.
I honestly don't know if they did or not.

Let me show you -- it's been marked, so this is

Okay.
Have you seén this document before?

I don't know if I have or not because I don't

know for whom it's directed. But I have seen the

teiplate before.

Q

A

And what is the template?

It is for prospective clients.

Okay. So something in this format would be
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handed out to prospective clients of Bennett Group
Financial Services?

A. The broker-dealer, correct.

Q Okay. But not the investment advisor?

A We didn't put anybody in the investment
advisory. The only person wé had was Robin Mayor, and
that was because we couldn't have her on the brokexage
side.

Q Okay. Did you have any undexstanding as to
whether or not -- well, let me ask you -- restart.

No. 11, is this an advertisement?

A No, I don't think so.

Q Why is it not an advertisement?

A Because it's intended for a single individual.

Q Okay. Was the particular content geared to a
particular individual?

A ° It should have been.

Q Okay. BAnd to the extent it isn't, would it
c0nst;tute an advertisement?

A It might.

Q Okay. So if you look at page 5 of 27, this
oné, you'll see at the bottom, there is a copyright of
2011. It says, "With over -- " it's in that second
paragraph in that box right in the middle. It says,

"With o6ver $1.5 billion in assets under management, BGFS,
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aA Mm-hom.
Q " -- is fast becoming the 'gold standard' for

financial advisors in America and the world." Do you seée

‘that there?

A I do.

Q Do you have any understanding as to whether or
not, in 2011, that was a true statement?

a I have no reason to believe it wasn't.

Q Okay. Do yoﬁ have any understanding as to how
that $1.5 billion was constituted?

A It would have been brokerage assets plus assets
held away plus any -- any other funds that were advised
on.

Q And by that, you mean the shoirt-term cash
funds?

A Correct.

Q And nothing else, to your knowledge?

A Not that I -can think of.

Q. In 2011, 4id you understand that you had the
responsibility to review materials like No. 11 for
accuracy?

A This was a -submission. All of these were

submitted to compliance at the broker-dealer because this

ig for a brokerage client.

182
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BY MR. RINALDI:

Q What 's the sum total of what you knew about the
pension consulting?

A I've testified to that. It was $56 or $58
million that we had with Dimension Data and Omega World
Travel. And then there was something that we did with
Mount Vernon, but I don't know -- I don't know to what
capacity that was.

Q Okay. And did you verify -~ I know I asked y;u
about your verification. Did you verify them before the

submission of the application of the ADV to the

‘Commission?

A I verified it insofar as I asked the individual
that was responsible for maintaining those relationships.
Q And that was?

A Brad.

Q Okay. And what did you and Brad discuss

regarding that?

A Again, we wére having problems with.the 407
letter. And we were talking about -- somehow -- somehow,
the pension consultant thing came up. I don't know if
Dawn Bond recommended it or if -- I know -- I don't think
Cadwalader recommended it, because that wasn't on the
table at the time. Oh, sorry. Or if it was something

‘that I saw in the ADV and thought okay. Well, I know we
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A No.
Q Okay.
A That was 2010. I don't know why 2008 keeps
coming up with Myth Busting.
Q How about financial writing and publications?

Do you know what that accounted for?

A She did some articles.
Q Okay.
A She always has done articles.

Q And did you do anything to verify the
information set forth in those?

A Actually, everything that she published went to
compliance at the broker-dealer. As a registered
representative that was -- that was the process.

Q But not -- but you did not do anything to
verify it?

A No, I relied on the broker-dealer's compliance
department to do it. Thét was verification for me
enough.

Q Other than what you've testified, do you recall
the content of any other communications with Dawn Bond?

A Do I recall? No, I don't.

Q Did you ever have -- earlier on, I asked you
about whether or not you questioned the amount of assets

or assets under management or assets managed by Bennett
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Group Financial Services.

A Yes.

Q At any point in time, did you ever question the
amount of assets being reported for Bennett Group
Financial Services?

A Yes.

Q Okay. And when was that?

A After the 2009 Barron's came out.

Q Okay. So prior to -- as you testified earlier,
prior to it actually being published, you didn't know
about the $1.1 billion or $1.3 billion number; correct?

A I didn't know about the $1.8 billion.

Q A Okay.

A The 1.3, I think is a -- I think it's a
mistake. I think it's an error.

Q Okay. But prior to the publication, though,
you didn't know about the $1.3 billion number?

A $1.1 billion?

Q Well, I think on BExhibit 5, $1.1 billion is

shown.

A Correct.

Q Exhibit e, $1.$ billion is shown.

A Right.

Q One point -- and in Seven, $1.8 billion is
shown. )
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Cokrect. And as I testified, Exhibits 5 --
Right.

EBxhibit 5, T had seen. #And 1.1, I remembex

seeing that.

Q

A

¥ 0O

it --

Q

A

Only after publication?

Aftexr publication, correct.

Right,

One ‘point -- number -- Exhibit 6 --
Right.

It says 1.3, but I think that's a typo because

Okay.

-- was taken from the same information that

Five was taKen from.

Q

A

Q

A

Q
A

Okay.

And Exhibit 7, I've never seen.
Okay. Prior to today's testimony?
Correct.

Yeah.

And Bxliibit 9, today is the first time I've

seen that as well.

Q

So I iunderstand No. 7 -- we'll set that aside

for a second.

A

Q

Okay.

Nos. 5 and 6 --
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A Okay.
Q All right. Did you ever have occasion after
the publication of those numbers to question the amount
shown as assets on those documents?
A Yes.
g Okay. And to whom did you pose that question?
A Brad and Don.
Q Okay. And when did you do that?
A When I saw it in publication.

Q And when was that?

A I don't remémber.

Q Sometime in 2009? Fair?

A It would have to be.

Q Okay.

A Whenever wé got the -- whenever we got the

article delivered.

Q Okay. And was there anyone else present for
that question?

A, I don't think so.

Q And how was it done? Was it in person, over

the phone?
' J
A In person,
Q Okay.

A I walked down to the office.

Q Okay. And did you speak with them together?
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Q Somewhexre in BGFS's offices?
A Yes.
Q Sometime in 2009%

A That's fair.
Q . Okay. And only the three of you were present?
A

As far as I recall.

Q Did you make any notes of that meeting?
A No.

Q Did you record it in any way?

A No.

0 Okay. What did you say to them?

A Congratulated her --

Q Okay.

A -- on -- on being ranked so highly.

Q Yep.

A And I had to admit that it was a bit of a

surprise.

Q Okay .

A Ahd we talked about and I askeé her $1.1
billion. I asked -- I asked whexe that came from, and
they said brokerage assets and the assets that she
manages -- that she advises .on, on the outside.

Q Okay. She didn't méntion cash?

A That's what it was, cash on the outside --

'Q  Okay.
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A -- that she advises on.

Q So it's the cash plus Dimension Data plus
Omega --

A Plus the pension --°

Q Plus the --

A Plus pensions. Bucket one, buckét two, bucket
three.. Bucket .one 1s brokerage. Bucket two is pensions
and ‘anything else nela away, annuities --

Q Okay.

A -- any insurance contracts. Bucket three is
short-term cash for corporate clients.

Q And other than that, what else did she say to
you?

A I don't remember.

Q Did the numbers seem wrong to you, the $1.1
billion?

A I'had no -- no basis to judge whethexr it was
right oxr wrong.

Q Okay.

A Thexe Were a lot of things that happen -- that
‘happen in an office environment. I can't -- I don't know
of all of it so I had ho reason -- no reasén to doubt
‘her.

Q But why did you question her on it, though?

A Because I hadn't seen the number before. It
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Q Okay. Did you do anything to verify that the
model was correct?

A I did not.

Q Okay. Or that the performance clajimsg about the
model were correct?

A I did not.

Q Okay.

A Other than -- other than Ashland.

Q Okay. Did you have any role. in the submissions
to Ashland?

A I did not.

Q Okay. Did you ever at the time do anything to

-- gtrike that.

Did you have any understanding as to what at
the time that the submissions were to be made to Ashland?
8o prior to the investigation, did you have any
understanding as to what documents pr.ihfoxmation were
being provided by -- to Ashland?

A Prior to the investigation?

Q Let me step back and make sure yoéu gﬂderstand,
A Yeah, I don't --

Q You mentioned -~

I don't remember.

>

-~ .a bunch of things, trade tickets -~

0

Yeah.

.
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MR. BRUCH:‘ The question is, did you ever come
to any conclusion about markups --

THE WITNESS: I ---

MR. BRUCH: -- where markups were excessive?

THE WITNEBSS: I don't know. |

BY MR. RINALDI;

Q You don't know whether you ever came to the

conclusion?

A I don't know if they're excessive, is my

answer.
Q Okay.
A So --

Q I'm just asking if you've ever came to that

conclusion?
A Sure, no. I -- I haven't.
Q Okay.

4

A I -- I don't know what anybody else charges, so
I really don't Know what's excessive and what's not.

Q D& you know whether anyone élse at Bennett
Group Financiai Services ever came to any conclusions
regarding whethexr markups on Treasury STRIPS or otherwise
wexre excessive?

A Not to my knowledge.

MR. RINALDI: I want you to turn back to No. 39

for a second. And I'd like you to take a look at page

277
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21.

MR. BRUCH: Which one is it?

MR. RINALDI: Thirty-nine, this is the
transcript- from January 16, 2011.

THE WITNBSS: Page 212

MR. RINALDI: Yeah, actually, let's start at
the bottom 6f page 20, line 20. "Actually -~ * this is
Ms. Bennett. ‘“Actually, it's pretty interesting. If you
go back and listen to the shows that we did all last
year, you know, the confirmation or reconfirmation of .
what I was stating became true. It became true. It
became true. I mean, you know, I do manage 2 billion in
assets. Izve beenhin the business for about 25 years.
Our returns are very consistent. My job is to keep my
clients out of the way, which is why we started this
radio show. I actually -- "

Mr. Klein, "Out of the way of trouble?" Ms.
Bennett, "Out of the way of trouble because, you know,
I'm éhe financial myth buster to my clients. I tell it
the way it is. I tell it the way we see it. I tell it
the way'our research is showing us. We're data-driven.
We have no emotion in any decisions, which is why I want
to tell -- why I want you to listen to last week's show
if you haven't heard it, and, you know, maybe think about

what we're talking about this week."
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BY MR. RINALDI:

Q Ié it true that in January 2011, Bennett Group
Fiﬁanciai Services managed 2 billion in assets?

A I don't know the answer to that.

Q Does the -- does the number seem -- you are an
equity ownexr of the firm. Y;u're an officer of the firm,
chief compliance officer.

A Of the advisor.

Q I understand. You know, you're one of the few
employees in what you've described as a small shop. Does
2 billion -- does $2 billion sounds like it's in the

¥ight ballpark?

A I don't know. I don't know what was in bucket

three.

Q And who knows what's in bucket three as of
January of 20117?

A Dawn Bennett.

Q And solely Dawri Bennett?

A I don't know. I know she definitely would.

Q To your knowledge, was anything ever done to
verify what was in bucket three in January of 20117

a' Not by wme.

Q Do you understand it to be your responsibility -
to verify such claims in January of 2011?

A This particular radio show was sent to
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1l PROCEEDINGS
2 MR. RINALDI: Mr. Koorey, I'm going to swear
3 you in. Do you swear to tell the truth, the whole truth
4 and nothing but the truth? :
5 MR. KOOREY: 1I do.
6 Whereupon,
7 JOHN J. KOOREY,
8 was called as a wigness and, after having been duly
S sworn, was examined and testified as follows:
10 EXAMINATION :
""""" ‘ 11 ' MR. RINALDI: Okay. " o
12 BY MR. RINALDI: i
13 Q Mr. Koorey, thank you for coming here today.
TTTTTTITI4TY T FGY Ehée Yécord, dan you stat; and spell your full name? -
hlsv A Sure. John J. Koorey, KO OR E Y.
16 Q Okay. My name is Michael Ri;aldi. I am an
17 officer of the Commission for the purpose of this :
18 proceeding. - o
19 This is an investigation by the United States
20 Securities and Exchange Commission, "In the Matter of
T 21 BemrtTtGroup FinancialServices, which is File Nuwber " 7~ T
22 P-1774, to determine whether there have been vioclations
23 of certain provisions of the federal securities laws.
24 However, the facts developed i;”thgé investigation might o
25 | “constitute violations of other federal or state civil or
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1 criminal laws.

2 Prior to the opening of the record you were

3 provided with a copy of the Formal Order of Investigation
4 in this matter, a Supplemental Formal Order of

5 Investigation, in this matter, and what we've marked as
6 Exhibit Number 1, which is the Commission Supplemental

7 Information Form.

8 Before we go on any further, let wme just

9 confirm for the record that you've had an opportunity to
10 review the Formal Order and the Supplemental Formal
11 Order; is that correct, sir? B |

12 A That's correct.

“13 Q And what we've marked as Bxhibit Number 1, the
14 Supplemental Intormation Form, you've had an opportunity
15 to review that, as well; correct?

16 a Correct.
17 Q Do you have any questions about any of those

18 three documents: the Formal Order, the Supplemental
19 Ordexr, and what we've marked as Exhibit Numbexr 1?

20 A No.

2T Q Okuy—What iy your home address?

22 A My home address is [ NEGNGNNGNGGEE

23 | crotron, [INEGEGEGEGEGEGEG

24 Q Now, how long have you lived at that address?

25 | A 2008. March of 2008. o -
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1 aA Correct.
2 Q Okay. Have you had any other cell phone
3 numbers since 2008?
4 A No.
-
5 Q Okay. Do you have an office address currently?
6 A My current office address is 533 Wisconsin
7 Avenue, N.W., Suite 500, and that's Washington, D.C.
8 20015.
9 Q And is there a particular firm that's located
10 there?
11 A That is.;ennett Group Financial Services. N
12 Q How long has that been your office address?
13 A Since we moved there from K Street in, I think
T1a it was ooy, T T
15 Q Okay. What is your office telephone number?
16 A (202) 216-4880.
17 Q And how long has that been your office
18 telephone numbexr?
19 A Since I believe the firm opened in 2006.
20 Q Okay. Do you have any other office telephone
2T IumbeYs? .
22 A We have a toll-free number, (866) 286-2268.
23 Q Anything else?
24 A We have fax numbers.
25 'Q  What are those? - - ) o
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1 Claimant.
2 Q Okay. Any other testimony that you've given in
3 depositions?
4 A No. Not that I can recall.
5 Q Have you given any testimony before FINRA or
6 any stock exchange, any state securities commission, any
7 officers of the Securities and Exchange Commission,
8 anything like that?
] A Outside of those two things, no.
10 Q Okay. Any testimony in court or any hearing?
o 11 A No. o
12 Q So other than those two matters and your
13 testimony here today, you've never given any other
I X téstimony undexr oath; coxrxrect? -
1s A That's correct.
16 Q Okay. Do you hold any securities licenses?
17 A I do.
18 Q Which ones?
L}S A 7., 63, and 65.
20 Q Okay. Have any of those ever been suspended or
21 subject o any disciplinmeor—revoked?
22 A No. Not -- no. They -- one was -- the 7 was
23 had lapsed when Seligman -- well, it‘'s Seligman -- it was
24 Seligman Date Corp was the transfer agent for Seligman
25| Mutual Funds, they stopped sponsoring us -- i
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1 Q -- an action by your former employer?
2 A Right.
"/3 Q Okay. Are you represented by counsel here
4 today?
) A Yes.
6 Q Okay.
7 MR. RINALDI: Would counsel identify themselves
8 for the record?
9 MR. NIEMEIR: Charles Niemeier.
10 MS. GOLDSTEIN: Dale Goldstein.
11 MR. RINALDI :w—'And Ms. Goldstein and Mr.
12 Niemeiler, are you representing Mr. Xoorey in his
13 individual capacity here today?
13 MR. NIEMEIR:™ Yés ™ =
| 15 MS. GOLDSTEIN: Yes.
16 MR. RINALDI: Okay.
17 BY MR. RINALDI:
18 Q You mentioned your wife earlier on. -

B |
20 A Since -

22 .k

24 Correct.

A

23 o oxay. [N
A
)

- 25
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1 A To answer any and all operational issues with

2 client accounts. We handled file -- the filing system.

3 Q Okay.
4 A We handled all the back office work and
S paperwork between our broker-dealers and the transfer

6 agents and the clients.
7 Q ‘Anything else?
8 A Those are the main duties. I mean,; there were

9 other things that I'm trying to recall, but those are the

10 main duties as far -as being an operations manager.

11 Q Is there anything else that you recall sit;;ng
12 here?

13 A No.

13 ] And during your testimony just now, you used ~
15 the pronoun "we" to describe some of these activities.

16 Did you have a staff that reported to you?

17 A I had -~ there was one other person that worked

18 there and I wouldn't call it -- yeah, she kind of -- she

19 | was younger. She -- [ pruess --

20 Q Okay .

2T y:y == had-workedthers—Amdshe was Jlsoan

22 operations person.

23 Q Okay. So you were the director of operations?
24 A Yeah. That wasn't the title, but Q;;;; I mean,

- (\25— —In the beginning Katie -- I believe | bad been with
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&_I Dawn out of college, she was an -- had previously worked
2 as an intern. So she was there when I was hired. But
3 they hired me because I had the operational background
4 with mutual funds.
' 5 Q So it's fair to say that during that May 2006
6 to November 2012 period that you were essentially the
7 chief operxations person at Bennett Group?
8 A Right. The main one. Sure.
9 Q Yeah. And Ms. Pruess was someone who
10 functioned in --
11 A She functioned -- —
12 Q -- in an assistant capacity?
13 A Right. Um-hmm.
14 Q Coxrrect? o
15 A She did that, yes.
16 Q Was there anyone in the operations part of
17 Bennett Group Financial Services from May 2006 to
18 November 20127
19 A No one designated specifically for that task.
20 Q Okay.
21 K BUt Bradknew pretty mchwhat-we—didT—Not—==
22 maybe not some of the particulars, but Tim also knew how
23 to do those things. Tim Augustin.
24 Q Right.
25 A  And I'm trying to think when Stuart was there
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1 Q Okay. Wwho, if arnyone, made an offer to re-

2 employ you at Bennett Group Financial Services in 20147

3 A Tim Augustin reached out to me. I would talk

4 to him from time-to-time.

5 | Q Okay. Are you friends with Mr. Augustin?

6 A Yeah, you could say that. Sure.

7 Q Are you friends with Dawn Bennett?

8 A Yeah, 1 would say yes.

9 Q Are you friends with Bradley Mascho?
10 A Sure.

11 Q Okay. Do you ever see Mr. Augustin or Ms. o o
12 Bennett or Mr. Mascho out of work -- outside of work?

13 A Dawn and Brad, no. But Tim I have -- it was
14 also work related, it was a ball game we went to with our o
15 transfer agent -- I mean, our broker-dealer. So.

—Ig Q When Mr. Mascho offered to have you re-employed

17 at Bemnett Group Financial Services, did he state any
18 reason for that offer?
19 A No,vit was Tim. And eventually --

20 Q I'm sorry, did I say Mr. Mascho?

2T X ey, T
22 Q Yes.
23 A That's okay.

24 Q mm;mapologize. Mr. Augustin.

25 A It was Mr. Augustin.
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—
1 Q Yeah, sure.
2 A And it eventually involved me speaking to Dawn
3 and Brad, as well.
4 Q Okay.
5 A But the circumstances, as I understood them,
6 wexe the woman that I had talked about earlier who was
7 also in operations, had left in December, I think, of
8 2013, and they were looking for someone to take over
9 | their operations or to run that operations for them.
10 They had employed, I think, a family member of
11 Bradley Mascho, I think it was someone out of school. It
12 think it was his nephew, I don't want to say cousin, I
13 think it was his nephew.
14 Q Okay.
15 A And I think he had decided to go back to
16 | school.
17 Q Okay.
18 A And he was in the process of learning the
19 qperations. I believe also studying for his Series 7.
20 When that became -- when he decided to leave I thipk
21 that's when they had asked, because as I said, I spoke to
22 Tim and they knew I was still out of work.
23 Q Okay. Did they speak to you about any of the
24 issues that led to you being asked to leave the firm in
25 7Novémber of 20127

—
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/
1 A Actually, no.
2 Q Okay. So you wexe offered re-employment;
3 correcté
4 A Um=-hmm.
5 Q By -- that's a "yes," correct?
6 A Yes, correct.
7 Q By Mr. Mascho and Ms. Bennett?
8 A Correct.
9 Q And --
10 A At this point, mostly Dawn.
11 Q Mostly Dawn.
12 A Um-hmm.
13 Q Okay. So is it fair to say that Dawn was the
14 person who took principle responsibility for negotiating
15 your re-employment by Bemnett Group?
16 A Corxect.
17 Q Okay. &and was there one discussion involved or
18 more than one discussion regarding that subject?
19 A There was moxe than one discussion.
20 (o) Was it more than two?
\?1 A It might have been two or three, tops.
22 Q Okay. Were they over the phone or in person?
23 A One was in person, that I remember, and two --
24 at least two by phone.
25 Q Okay. And other than Ms. Bennett, Qas there
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1 anyone else involved in those communications, and of

2 course, yourself?

3 A Yes. In the meeting Tim and Brad were also

4 present.

S Q I see. And during none of those communications

6 was the reason for your initial being asked to leave

7 Bennett Group mentioned?

8 a No. Never came up.
3 Q Okay. 2nd what position do you now hold at

10 Bennett Group Financial Services?

11 A operations manager. |
12 Q And that was the same pcsition you held

13 previously?

- 3 OB EEGE T T e e e i - SR S,

15 Q And that's the position you've held the entire

16 time from April 2014 to the present; correct?

17 A Correct.

18 Q Okay. So reﬁﬁfﬁing to Number 13;Nyou seémhere'*.”

19 thig is an e-mail to Mr. Santigati, "Steve, good

20 afternoon. I hope that you and your family had a great

21 holiday — Dawn wants to start adding back inour Treasury ™ R
22 shorts today. We would like to add back one-half of the

23 position: to day, $150,000. Remember, there is no cost

24 and nothing on margin g;;;ﬁ;; we sell the bonds first and B
25 | cash is credited to the account. May we forward -- may -
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1 Q Okay.

2 A To be considered a client? No.

3 Q Okay. So there may be theoretically instances
4 where somebody was a client of the firm but did not have
S a brokerage account?

6 A Sure.

-3 Q Okay. So going back to Omega World Travel and

8 Dimension Data, are you aware of either of those firms

9 ever having been clients of Bennett Group Financial
0 Services?

11 A No.

12 Q Okay. Arxe you aware of any services ever being
13 provided by Ms. Bennett or Mr. Mascho or Bennett Group
14 Financial sexvices to Omega World Travel, other than

15 these 401 (k) meetings?

16 A No.

17 Q Are you aware of any services ever being

18 provided by Ms. Bennett or Mr. Mascho or Bennett Group

19 Financial Services to Dimension Data?

120 A No.
2T Q Okay W talkedabout Dimensivmr Data ad onega
22 | World Travel and these are obviously business firms:
23 correct?
24 A Correct.
) -25~/ 7 Q Axé you aware of any of the individuals -- I'm )
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1 know about any efforts to get anybody -- anybody else to
2 £ill the position of operations manager?
3 A Oh, I believe Tim eluded to or told me that
4 they had looked.
5 Q Okay.
6 A Yes.
7 Q But do you know anything more than that?
8 A Only that after looking they decided tq call -
9 me, as well.
10 Q Okay. So you don't know about any other
11 potential candidates?
12 A No.
™3 Q Okay. I'm going to show you what's previously
14 been marked as Number 6. Have you seen this document
15 before?
16 (Witness examined the document.)
17 THE WITNBSS: Actually, no.
18 MR. RINALDI: Okay.
19 BY MR. RINALDI:
20 Q So_if you look at the vexy bottom of the first
21 page, you see a reference to Dayn Bennett, Bennett Group
22 Financial Services, Washington, D.C. And across therxe
23 you see total assetg and it's in millions of dollars, and
|24 you see 1300. So ;';1 rgprgsent to you that that means
25 1.3 billion., Do you see that there?
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1 A I do.

2 Q Are you ever f.amiliar with any claim by -~ I'm

3 sorry, let me start over.

4 Are you familiar with any claim by Bennett

5 Group Financial Services or Dawn Bennetl; to have asisets

6 or be managing assets of $1.3 billion?

7 A Not specifically, no. Never. Not aware of any
;f_ claim like that.

9 Q Okay. Let me just show you what's previously
10 been marked as Numbex 7.

11 A Oh, I did not know that Ric Edelman was number
12 one

13 Q What did you say, I'm sorxry?

14 A I just said I didn't know Ric Edelman was

15 number one.

16 Q Oh, on the Number 6, yeah.
_17 So Number 7, you see Dawn Bennett here, second
18 from the top, Bennett Group Financial Services,

19 wWashington, and then $1.8 billion, 'if you look ovex
20 towards the righ D see th exe?

21 A I see that.

22 Q - Okay. So have you ever seen Exhibit 7 before?
23 A No.
24 | _Q Okay. Are you aware of any claim that Bennett
35 Group Financial Serxvices or Dawn Bennett had or was
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‘1 managing $1.8 billion in assets?
2 A No.
3 Q Okay. And so I'll just refer you back, if you
4 remember document Number 5, which I think you had seen
5 before, that was the Barron's case, right, f£rom 2009,
6 showing the 1.1 billion, right?
7 A Um-hmm.
8 Q And Number 7 showing the 1.8 billion, right?
9 A Yes.
10 Q Do you recall whether during that timeframe in
11 2009 to 2011 whether, and I know you don't know the
12 specific amount of assets, but whether the assets or
13 assets under management by Bennett Group Financial
14 Services were rising or falling?
15 A Well, I can only tell from the brokerage
16 clients. But my -- my understanding was it was growing.
17 Q Okay.
18 A I mean, I was opening accounts, not closing
19 them.
[20 O  Okay. and do you know the amount of brokerage
21 assets that Bennett Group had in that 2009 to 2011
22 timeframe?
23 A No. If X -- if -- pno. Not specifically. But
24 I--I'mtrying to remember if I bad an idea of somewhere “
_25 in the 300 to 400 million in agsets under -- for the

{12/19/2014] Koorey John_ 20141219

ENFORCEMENT-BGFS-0001046




123

1 brokerage.
2 Q Okay. Let me just show you what's previously
3 been marked as Number 40. It says "Bennett Group
4 | Financial Services, LLC Written Supervisory Polices and
5 Procedures Manual, Updated June 1, 2010." Have you see
6 Exhibit 40 befoxe?
7 A Yes.
8 Q Okay. Undex what circumstances did you see
9 this?
10 A Pretty much the same way you just describe --
‘1 just handed to me; handed to be read and to be signed off
22 as having received and read it.
13 Q Okay. Do you know who the chief compliance
14 ‘officer was at Bennett Group Financial Services during
15 your first stint there?
i6 A Chief compliance was handled, I believe, by
17 Royal Alliance at the time. We moved to Westerxrn in -- in
18 the middle of 2009, September of 2009. So this would
19 have been -- this would have been Western International.
20 and that would have been by the compliance group out
21 there. I mean, I don't --
22 Oh, wait. Wait. when I left there was --
23 thexe was Mat; Okolita was a lawyer who was -- who came
24 in to help, I think, with the compliance in-house on thé
25 fund group. He was there when I left in 2012, but I
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1 don't think he was there in 2010. So it would have been
2 done in conjunction with Western, I --
3 Q Okay.
4 A The compliance.
5 Q Was Tim Augustin ever the chief compliance
6 officer?
7 A I think he -~ we considered him the point of
8 contact for compliance because I know he put something
9 like this together. But I -- but our compliance was done
10 by Western Intermational, our securities compliance.
11 Q How do you know that he put something like
12 this, meaning Number 40, together?
13 A Well, other than him handing it to us and
14 having us send it, you know, send it -- there was only
15 8ix of us then.
16 Q So this was delivered to you by Tim Augustin,
17 Number 40?
18 A Yes.
119 Q Okay. And did Tim talk about how the document
20 wag created?
21 A No.
22 Q All right. So other than saying here's -- read
23 this and sign, did he communicate anything else to you
24 about thisg?
25 A No. Other than it is what it is, and to read
N
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1 it and to sign it. 1It's your rules and regulations for
2 Bennett Group.
"3 Q Did -- in terms of the rules and regulationms,
4 and other compliance issues for Bennett Group, did you
5 observe or have knowledge of Tim Augustin doing anything
6 else in that regard?
7 A Well, on a daily basis I would say no. But I -
8 - he was considered the chief operating officex, that was
9 his title.
10 Q Okay.
11 A And it still is, as far I know. And no, I
12 think -- we might have -- things might have gone through
13 him to go to a compliance department.
14 Q Okay.
1s A And Bo in that respect he would have been our
16 first point of contact for a compliance issue.
17 Q Okay. and so are you aware of anyone ever
18 receiving compliance advice from Tim Augustin? Or was he
19 simply a.conduit to Western or Royal's compliance
20 department?
21 A In terms of compliance, we all wexe versed
22 enough to know some of the daily operational stuff that
23 needed to be done to know if we were in compliance. But
2{;7‘ﬁ1 %ypqrvae hea:d Brad and Dawn talk about compliance,
25

following compliance issues, so --
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A That is correct.
Q Okay.
A It's the first two times -- first time I've

heard those names.

Q And I think we can confirm on the record with
counsel, you're not aware of any advice by counsel
regarding the subject matter of this action, correct,
other than communications you've had during your -- the
course of this investigation with counsel; correct?

A Correct.

MR. RINALDI: Correct, Counsel?

MR. NIEMEIR: That's correct.

MS. GOLDSTEIN: That's correct.

MR. RINALDI: And as I understand it, I won't
go through the list with Counsel, I understand here that
there's no advice of counsel defense being proffered by
Dawn Bennett or Bennett Group Financial Services or Mr.
Mascho or anyone else at the firm; correct?

MR, NIEMEIR: I'm not aware of any at this
point in time, no.

MR. RINALDI: Okay.

MS. GOLDSTEIN: I am also not aware of any.

MR. RINALDI: Thank you.

BY MR. RINALDI:

Q Did you perform -- strike that.
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rvl PROCEEDINGS
2 Whereupon,
3 BRADLEY MASCHO
4 was called as a witness and, having been first duly
5 sworn, was examined and testified as follows:
6 EXAMINATION
7 BY MS. PAW:
8 Q We're on the record November 20, 2013 at
9 9:08 a.m. Mr. Mascho, can you please state and spell
] 10 your full name for the record?
11 a Sure. Bradley €. Mascho. B-R-A-D-L-E-Y,
12 middle initial C. Last name, M-A-S-C-H-O.
13 Q What does the C stand for?
13 .Y Caxrl.
15 Q C-A-R-L?
16 A Correct.
l 17 Q If you bear with me for a moment, I'm
, 18 going to read an introduction into the record.
19 A Sure.
20 Q° I am Patricia Paw and this Rob Thomas. We
2T Sre ot ofeitery of e commipsionsforthe
22 purposes of this proceeding. This is an
23 investigation by the United States Security and
24 Exchange Commission in the matter of Bennett Group
25 Financial Sexvices to determine whether there have
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1 been violations of certain provigsions of the Federal
2 Security Laws. However, the facts developed in this
3 investigation might constitute vioclations of other
4 federal or state, civil or criminal laws. Prior to
s the opening of the record, }ou wexe provided with a
6 copy of the formal order investigation in this
7 matter -- that's this document.
. 8 It will be available for your examination
9 -during the course of the proceeding today. Mr.
10 Mascho, have you had a chance to look at the formal
11 ordex?
12 A I have.
13 Q Alsgo, prior to opening the record, I
—IZ Showed you a copy Of a document that's now been -
15 marked at Exhibit-1, it's the Commission's
16 Sdpplemental Information Form, standard form 1662.
17 Have you had a chance to review this exhibit?
18 (SEC Exhibit No. 1 was
19 marked for identification.
20 A I have.
2T Q Do you have any guestivmsabour—it?
22 A Not at this time.
23 Q Let me also show you a copy of a document
24 ‘that's been marked Exhibit-2. Can you tell me if
Z5 THiS IS a copy Of a Subpoena that you're appearing
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puxsuant to here today?

2 .(SEC Exhibit No. 2 was

3 marked for identification.)

4 A Yes.

5 Q Thank you. Are you represented by counsel?

6 A I am.

7 MS. PAW: Counsel, will you kindly

8 ) identify yourselves?

9 MR. BLOCK: Yes. Dennis J. Block, firm of
10 Greenberg Traurig, v;vi(th Dale Goldstein from the same
11 firm.

12 MR. MCLUCAS: Bill McLucas with
13 ‘Wilmerhale.
14 BY MST PAW:
15 o] Mr. Mascho, have you ever gone by any
16 other names?
17 A No.
18 Q What is your date of birth?
19 » I ‘
20 Q What is your home address?
2T I
22 Maryland. The ZIP code there is -1
23 Q How long have you lived there?
\_ 2 A I
25 Q What is your Social Security number?

Mascho, Bradley - Vol. I.N20.P-046-14

ENFORCEMENT-BGFS-0001972



1 - ]
2 Q No degree from the other -- Uhiversity of
3 Buffalo?
4 A No.
r‘s Q Do you held any professional -licenses?
6 A I have a Series 7, 63, 65, life, health
7 and variable annuity.
8 Q Roughly how long have you had those
9 licenses?
10 A If my memory is correct, I believe it was
11 ‘96 or '97.
12 0 All of them about the.same time?
13 A About. the same time, I think, except for,
17 Y think the 65, maybe '06, '07/, somewhere in thexe.
15 Q Are you currently employed?
16 a Yes.
17 Q What's your employment right now?
18 A I'm employed with the Bennett Group .
19 Financial Services.
20 Q What's your position there?
2T = T winority owner im the firm—Twa
22 registered representative, financial adviser,
23 managing direétor of research.
24 Q How long have you held a current position
\ 25 that you do right now at Bennett Group?
—
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A I've been with the Bennett Group since --

2 at least 15 years. This particular role, since

-3 2006.

4 Q Prior to that, what was your role?

5 A Just a financial adviser, business

6 development.

7 - Q Wexre you registered rep at that time?

8 A I was.

9 Q How long have you been a registered rep
10 for any broker/dealer?

11 A Since '96, '97, somewhere in that range.
12 Q You mentioned Fhat you're a minority owner
13 of Bennett Group?
T2 A Correct. - =
15 0 wWhat is your percentage of ownership?

16 A 5 pexcent.

17 Q How long have you been a 5 percent owner?
18 A Since 2006.

19 Q Did you hold any other percentages prior
20 to that?

2T B I d—beenrup a5 g e 10, A back o
22 5.
‘23 Q why the decrease in ownership percentage?
24 A I gave up some percentages to -- go Dawn

and our firm could maybe give that to someone else
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to help build us even further out.

2 Q Who are the other owners of Bennett Group?
3 A Dawn J. Bennett and Tim Augustine.

4 Q What are their percentages of ownérship

5 right now?

6 A Tim owns 3 percent, and Dawn owns the

7 remaining 92.

8 Q Can you parse out for me the different

9 responsibilities that you have? You mentioned

10 several things that you do. Can we start, first,

11 with your registered representative responsibility?
12 What does that encompass? And maybe we'll just go
13 from there.

14 A Sure. AS a registered representative, I
15 ‘help guide our clients in investment decisions. So
16 that's my main role, advising our clients to do what
17 we believe is in the best interest of ﬁhe client.

18 Q Do you have clients that you consider to
19 bé your clients as opposed to the firm's client?
20 A No. Everything goes through one rep ID
21 tharydone. The ciiemy are ailr fizm cliemes—wWe—
22 all work Qith the clients.

23 Q Okay.

24 A No one has their own subéet of clients.

\—25

Q The registered rep ID, is that actually
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1 Dawn Bennett, or is it Bennett Group Financial

2 Sexrvices?

3 a it's actually Dawn Bennett.

4 Q Currently, can you just estimate the

5 number of clients? Not the number of accounts, but
6 the number of clients that you Serve as registered
7 representative -- you know, the collective

8 registered representative.

9 A I know we have about 1200 accounts. I
10 couldn't give you a household number, but maybe 600.
11 That's a guess.

12 Q Has the numbexr of accounts or the number
13 of households fluctuated over the last five years?
1z K Sure. WIth WATkets Going uUp and dowd, Ouf -
15 client base goes up and down.

16 Q To a great extent? Can you estimate for
17 me?
18 A I couldn't tell you percentage-wisé.

19 Q Is the amount now, the number of accounts,
20 a lot more, the same, or less than five years ago,
2T sty may? I W Just IookiTg forgereral ==
22 A éenerally. it's pretty close to where it
23 was.
24 Q Who are the other registered
25 representatives that also serve the brokerage
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1 function?

2 A Myself, Dawﬁ Bennett, Tim Augustine --

3 he's our CO chief operations officex. 'Dawn is our
4 CEO. Katie Pruess, she's our senior operations‘

5 manager.

6 Q Is that Kathleen?

7 A Kathleen, yes. P-R-U-E-S-S, I believe.

8 Q i believe that's correct.

9 A Then we have Matt Okalito.

10 Q How do you spell that?

11 A 0-K-A-L-I-T-0. Then we have -- we have
12 Mark Collins, and he's my administrative assistant.
13 Q He's not a registered 'rep?

14 A‘ N6, Am I missing somebody? Oh, we have
15 one ouéside consultant, he's registered. His name
16 is Mark Fuller.

17 Q How long has he been with Bennett Group?
18 A I think just this year, so not very long,
19 six months maybe. '

20 Q So in the last five years, are any of the
2T pEbp1E‘énEnT1mmrmEmmdxnnRr1nﬂrTHJEﬂr1nnn§r‘tnan‘the
22 last person?
23 A Just my assistant. Everyone else is
24 seagoned. Matt Okalito joined us two years ago.
25

Q Do you have administrative gtaff?
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1 A No.

2 . Q Secretarial staff?

3 A No, just the one private assistant that T
4 have. We have a few interns here and there, but no
s one else.

6 Q There isn't one person who ;nswers the

7 phones or sends out mail or does anything like that?
8 A No. We all do the answering of the

9 phones. Katie does -- Katie Pruess does all the

10 paperwork and back office -- she handles all of the
11 operation paperwork, the account forms, things like
12 that.

13 Q Does she also serve a public

1T TalatTona<type of role, media contacts --"I'm THOE -

15 sure exactly what you might call it.

16 A Dawn is the only one that does anything in
17 the media. All calls go to her if there is a media

\_~}8 request.

19 Q What is the ‘Bennett Group's current

20 broker/dealer affiliation?

2T 7:y Our WesSteEYn Intermational—Securitiey s
22 our current broker/dealer. That is who we --

23 they'xe our compliance department basically.

24 Q Is the Bennett Group considered a branch
25 of Western Interngtional?
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1 we registered as -- I believe as a pension
2 consultant to bring on more institutional clients
3 that way. We thought that would 5e a good way to
4 grow. We also knew we were going to be opening a
"5 mutual fund at some point, which we need to have
6 registered. I believe we got registered that way as
7 a pension consultant.
8 Q  You said you wanted to register as a
9 pension consultant. What was done to make that
10 happen?
11 A We hired -- we were mandated to hire a
12 company -- Dawn Bond, I don't recall the company
13 that she worked for. It might have been called Dawn
2 Bond, Incozporated or Compliance, Incorporated. She
15 helped out fill out the paperwork we needed to do so
16 - we could solicit or request for proposals for
17 institutions for the 401(k) business -
18 Q You said -- and correct me if I'm wrong --
19 2008 was about the time?
20 A I believe so. . .
r::. Q Did-you partivipate inthiy
22 decision-making process to move forward to become a
23 registered investment adviser?
24 A I didn't participate much in that at all.
25 Q Who made that decision?

Mascho, Bradley - Vol. I.N20.P-046-14

ENFORCEMENT-BGFS-0001982



18

1 A Dawn Bennett. Tim Augustine worked

2 closely with the paperwork on that. He's our chief
3 operating officer.

4 Q For the investment advisory business, has
5 there been any individual designated as being

6 responsible for compliance at Bennett Group?

7 A Matt Okalito for the last two years has

8 done the mutual fund. We opened the mutual fund in
9 May of 2011. Prior to that, Tim Augustine.

10 Q Do you know what those types of compliance
11 responsibilities entailed?
lé A I know Tim filed our ADV and validated

13 that through the questionnaire process. That's all
L T Tecall.

15 Q Do you have a role as an employee or did
16 you, I guess, of the investment adviser?

17 A I'm not sure what you mean by that.

18 Q Let me ask a different way. In the last
19 five years -- this is all kind of pre-deregistration
20 of the investment adviser.

2T HOW Have you bedr paid? How didyou

22 receive your compensation?

23 A I get a guaranteed payment.

24 Q From whom?

25 A From the LLC every two weéks.
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Q What is the LLC?

2 A Bennett Group Financial Services, LLC.
3 Q What is the source of the revenue for
4 Bennett Group Financial Services?
5 a Majority -- 99 percent of our fees and
6 commissions come from the broker/dealer side. That's
7 where 99.9 percent of all of our commigsions are
8 generated fromv-— so I get a part of that. So when
9 if all the bills are paid, I get a guaranteed
10 payment or bonus if there is money left over at the
L.i} end of the year.
12 Q You don't receive any payment or haven't
13 received payment from the broker/dealer Western
p International before that Royal alliance?
15 A No.
(’;; Q Does anyone at Bennett Group Financial

Services receive payment directly from the

18 broker/dealer?

19 A Dawn does. Everything goes to Dawn

20 Bennett.

2T Q To her—direscrly o tothe LLC?

22 A I believe it all goesg directly to her

23 personal account, and then her personal account she
24 turns to the LLC and goes that way.

25 Q And from that, yoﬁ are paid and the other
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1 employees are paid?

2 A I guess that's correct, yes.

3 Q In one of the correspondence that the

4 Bennett Group sends out, it says at the bottom --

5 I'll get an example for you -- that Westexn

6 International and Bennett Group are not affiliated
7 in any way. Do you know why that caveat, if you

8 will, is included in the correspondence?

9 A I don't know specifically why. I just

10 know for compliance reasons it has to be there.

11 Q You are familiar with what I'm talking
12 about?

13 A Absolutely. The Bennett Group is not
14 affiliated wifh Western Tnternational Securities’ -
15 Q I've already asked you this. You don't
16 have an official position or did not within the

17 investment adviser?

18 a Just normal -- if we had clients or

19 regsearch, that would have been my role, I guess. I
20 believe that's about it.

T on : pDig ydu7—yuurseIfT—pruvtdE—any—tnyestmEut—
22 advisory services to any investment adviser client?
23 MR. BLOCK: W®what do you mean by

24 "investment advisory services"?

25 BY MS. PAW:
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Lzs

1 Q Well, did you provide any services to IA

2 clients?

3 A Just our mutual fund, the mutual fund we

4 started. I was part of the portfolio management

5 with that.

6 Q Other than that mutual fund, did Bennett

7 Group have any investment advisory clients?

8 A We had one individual client.

9 Q Who was that?
10 A I believe her name was Robbin Mayor. There
11 was a unique situation around that. Her husband had
12 been a client of ours for a ve;y long time. They

13 got a divorce. She wénted to stay with us; he

12 warnted to go elsewhexe. She lLives in Bermuda, SO we
1s were at Royal Alliance at that time. They would not
16 allow us to have a Bermuda client on the
17 broker/dealexr side. So we shifted her to a
18 registered/in#estment advisory side there. That was
19 the only personal client that we had on.the

X 20 investment/advisory side.

2T 0] Tf ymmmm

22 following registration as an IA to actually actively.
23 seek additional investment advisory clients, or was
24 it really intended to service the mutual fund?

A No. We actually solicited our investment
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1 proposals to a couple of different firms, XM
2 Satellite was one.
3 Q The radio, XM radin?
4 A Yes. There was another hospital, BB
5 Hospital, I believe the name was.
6 I remembexr those RFPs, and they required
7 requests for proﬁosal and those types of things. I
8 remembexr having a conversation with Dawn about that.
9 Q Let me show you Exhibit-3. I believe that
10 this was provided by Bennett Group Financial
11 Services to the SEC staff. It lists the advisory
12 clients. ‘I see Robbin Mayor. She's the first?
13 . (SEC Exhibit No. 3 was
T3 marked for ideAtification.)
15 A Yes.
16 Q Then the description of the four mutual
17 funds, correct?
18 A That's correct.
19 Q Are these four funds -- are all four of
20 them now no longer in existence?
2T A That™ g CTOYYect, y&s.
22 Q Let me show you Exhibit-4, also a one-page
23 document that was produced by the Bennett Group to
.24 the staff and purports to list pension clients. Do
25 you see that?
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2

3 A Yes, I do.

4 Q I would 1ike to ask you about these

s different clients and get a little bit more

6 information, if you know it.

7 a -Sure.

8 Q So you mentioned earlier there was an

9 effort to get more pension clients, correct?

10 A Correct.

11 Q How were the pension clients solicited?
12 Was it an RFP process?
13 A Word of mouth. I remember the Lincoln
14 advisexr representacive said, Hey, I have something
15 you might have an interest in, so we started some
16 conversations, but it didn't go anywhere. It was
17 mostly woxrd of mouth.

18 Q Did any of them involve request for

19 proposals, to your knowledge?
20 A I don't believe we go to the RFP process.
2T Wefommd— v verydifficalv—to gerinto the pension
22 side at that level. 1It's really who you know, so
23 that's why we didn't really see a lot of fruit from
24 Ehat effort.

25 Q Let me ask yod about these different
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1 pension clients listed here. Dimension Data. Are

2 you familiar with them as a pension client?

3 A Yes.

4 Q Did you provide any services to the

5 pension consulting Dimension Data?

.6 A Yes. We provided enrollment meetings,

7 investment advisory about what mutual funds -- we

8 worked closely with the 401 (k) committee.

9 Q Yoﬁ said that part of the responsibility
10 was récommending funds for the plan. You mean the
11 401 (k) plan?

12 A COrfect.
13 Q To coffer them to the Dimension Data

1T enployees; is Chat Tight? =
15 A That's correct.
16 Q Do you recall when Dimension Data became a
17 pension client?
18 A It was either 2004 or 2005, somewhere in
19 that time frame.
20 Q Until roughly when?
2T F28 —March 2011
22 Q During that time periocd, do you know,
23 roughly, the amount of money included in the 401(k)
24 plans? I understand it would fluctuate over time. A
25 range would be fine.
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1 aA Sure. 30, 35 million, somewhere in that
2 range.

3 Q Did you actually attend any meetings with
4 the Dimension Data 401(k) committee or anyone else
5 affiliated with Dimension Data?

6 A No. Dawn did all of those meetings,

7 either by phone, conference call, or personal

8 meeting face-to-face.

9 Q Do you, yourself, do any work td develop
10 new ideas for funds to offer in the plan for
11 * Dimension Data?

12 A I did some of the due diligence on the
13 mutual funds.
12 . Q Which would involve doing what?
15 A Tracking the performance of the mutual
. 16 funds; tracking the style drift of the mutual funds;

17 making sure they still are true to their asset

18 class; if there's a large gap -- is there still a
is .really large gap or did they deviate some mid cap
20 because of market fluctuation; monitor a poftfolio

l 2T manager T making surE thegratfway stillvogethes;

22 thogse types of things.

23 Q Did you then take your research and

24 recommendations and present them to Dawn?

25 A Yes. She would ask, Was it any good?
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1 Q I'm sorry.
2 A It was a ‘'yes" or 'no" or those types of
3 things.
fi; Q Are there any other services that you know
5 of that were provided to Dimension Data either by
6 yourself or anyone else at the Bennett Groﬁp?
7 A Dawn, I know, worked with the CEO, CFO of
8 the company.
9 Q Who was that at that time, if you recall?
10 A I don't recall the name.
11 Q Doing what?
12 A Advising on short-term cash for the
.13 portfolio. I know she also worked --
ey Q I'm sorxy. For the 4U0I(k) porxrtfclio?
15 A No, for the corporate short-term cash.
16 There were short-texrm bonds( different marketable
17 securities thét they had for short-term capital
L}8 expenses.
19 Q How did you become aware of that service
20 that was provided by Dawn?
2T y:y Dawnhadfragquent cal s~ withrthem —Dawr
22 would say, Hey, they have this bond. Can you look
23 at the merits of it?
24 Q She would‘ask you to look at the merits?
25 A Yes. I would go pull a research report or
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1 something relevant to the investment vehicle that

2 she was asking about, give it to her. She would

3 qéll back and advise them on that.

4 Q You said it was either the CFO or CEO. You

5 don't know --

6 A I don't remember which. I think there

7' were two diffefent people she was talking to, if I

8 remember correctly.

9 Q Do you recall, roughly, the time periocd
10 thege kinds of info;mal recommendations occurred?
11 A I believe from the 2006 through 2011 time
12 period.

13 Q What was the amount of money that we're
T talking about in their poitiolio roughly?

15 a Several millions -- you know, 500, 700
16 million, somewhere in that range. It was a large
17 pot of money.

18 Q Did you ever participate in any

19 discussions along with Ms. Bennett and

20 representatives at Dimension Data about these

2T tmmporcfo‘lio 4

22 A Not on the cash there. I did help with
23 some of the executive benefit programs.

24 Q Meaning what?

25 A Like an ESOP program.
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1 Research, about the same time period, 2006, 2007.
2 One of cur individual clients was an employee there
3 and recommended us to them, and we helped them take
4 over their plan. They're close to maybe 2.5 million
s in assets currently.'
6 Q Are they also a nonprofit?
7 A They are.
(; Q What about Omega World Travel? When did
9 they become a pension client?
10 A They were clients of ours two times. Dawn
11 back in the very, very beginning of her career in
12 71ate '80s, whenever that was, had helped them
13 originate and design theixr 401(k) plan built from
i Scratch. And four oxr five yeaxrs into it, she had
15 switéhed to Legg Mason and changed broker dealexrs.
16 When she made switch, the client didn't go with her.
17 Then things with their new broker went Sad and they
18 came back to her in -- I think in 2006, and they
19 became a client again.
20. Q Until roughly when?
2T X Z0T27sorhey were withius—abour—six
22 years the second time approximately.
23 Q During that time period, do yoﬁ know what
24 the range of funds in their plan was?

\fs

. A In the 401(k) plan, about 10 to 12 million
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1 depending on the market fluctuation determination.
2 They have laid a lot of people off in '12. They cut
3 expenses -- they changed plans to a less expensive
4 provider, more of a -- what do they call that -- a
5 turnkey product. They bundled in life insurance and
6 disability, those types of things.
7 Q Did you provide any services related to
8 recommendations to Omega World Travel?
9 A I know Dawn worked closely with the owner
10 -- her name is Gloria, but I don't remember her last
l.}l name.
12 Q What about her personally?
13 A No, again, just the research.
R 0] Did you do Tesearch? -
15 A For the mutual funds and the 401(k) plans.
16 Q To recommend to the 401 (k) commodity or
17 whatever oversees their 401(k) plan?
18 A Yes.
19 Q Again, you could do the research, provide
20 your -information to Dawn, correct?
2T A — COTXECT.
22 Q She would then relay ;t in meetings or ;
23 whatever communications with Omega World Travel?
~24 A I did attend a couple of employee seminars
25 that I went to over the yeaxs.
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1 Q You just mentioned prior to that, that Ms.
2 Bennett provided some kind of service to the head of
3 the company?
4 A Yes.
5 Q The president, the CEO -
6 A I don't remember her title.
7 o] A woman, though?
8 A Yes.
3 9 Q Do you know her name?
10 A Gloria.
11 Q Do you know what types of services were
12 provided by Ms. Bennett to Gloria?
13 A And her husband, too. I don't remember
12 his name. Ye&s, just the short-term corporate -cash.
15 Q When you say "short-term corporate cash,®
16 can you parse that out for me? What exactly do you
17 mean?
18 A A lot of companies will have an operating
19 account they use for short-texm brojects, long-texrm
20 capital expenditures and repairs or organic growth
2T typey oL tihingywhere you build = butidimg—or
22 gsomething like that; those type of moneys that would
23 traditionally be maybe less than a year time
24 arising. It could be a six-month bond. It could be
25 a treasury bill --
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1 started this program from scratch from the start
2 with zero -- I want to say in the six, seven, eight
3 range again, something like that.
4 Q ‘06, '07, '08?
5 A Yes.
6 Q How, much money are we talking about during
7 that time period was included in the funds?
8 A $200,000. It's still a very small
9 account, small staff.
10 Q Were any other services provided, to your
11 knowledge, to Triumphant, like cash benefits?
12 A No, not to my knowledge.
13 Q When did Stateside 401{k) become a pension
7 cITent?
15 A Prior to '97. They've been a client for a
16 very long time.
17 Q A pension client?
18 A Yes. Well, 401(k) and a profit-sharing
19 plan
20 Q What's the amount of money here?
2T 7.y Two—amd=a-haltmiTtonrroughly:
22 Q Fluctuating a little bit over time?
23 A Exactly.
54 Q I notice not included in this list is
25 Mount Vernon Ladies Association. Were they a pension
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1 .client?
2 A ' No.
3 Q Was the Mount Vernon Ladies Association a
4 client of some kind?
5 A ' Yes, they were.
6 Q What kind Sf client were they?
7 A Broker/dealer client.
8 Q When did they become a brokexr/dealer
9 client?
10 A I don't recall the time frame. I knew
11 they were in '08; so somewhere in late 2007
12 beginning of 2008; somewhere in that time period.
13 Q Do you know how much money ;t that time,
12 Just initially, the association -- the amount of
15 money that they wanted invested and managed by the
16 Bennett Group?
17 A ’Started with five million, and it grew to
18 maybe 30, 35 million, somewhere in that range.
19 Q Do you know when Mount Vernon Ladies
20 Association ceased to become a client?
21 A EmiofNovember 2011, I beliteveT—They
22 wanted to go a different route. They wanted hedge
23 funds in their portfolio, and we don't do hedge
.24 funds. We lost them as a client.
25 Q Did you, yourself, provide any services to
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1 the association money?

2 A Yes.

3 Q What did you do?

4 a Research reports, direct research reports

5 to the CFO.

6 Q Who was that at the time?

7 A . Barton Groh.

8 Q G-R-0-H?

9 A Correct. He was the CFO at the time.

fi3- Q Did the Bennett Group or anyone at the

11 Bennett Group have trading authority ih Mount Vermon
12 Ladies Association accounts?
13 A We had non-discretion -- none of our
13 clients are discretiom.
15 Q Okay. Thank you.
16 A Except for Robbin Mayor, because she was
L}? on the registered investment advisory>p1an.
18 Q Were there any other services provided to
19 the Mount Vernon lLadies Asgociation, other than
20 serving as the registered rep to their brokerage
2T a'CCUunt?
22 A There were a couple of different things
23 Dawn had provided to them. Barton came to us and
24 said, Can you help us consolidate our two pension
25 plans into one, but we don't want you as the
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1 and wait until it becomes liquid or anything like
2 that?
3 A I did not.
4 Q Did you have any conversations, yourself,
5 with Mr. Groh about it?
6 A No, I did not have any conversations with
7 him. I remember the day he called, though, because
8 Dawn had told me about that.
9 Q What happened?
10 A That was the date he called about the -- I
11 think it was February of 2008 when the markets
12 actually froze.
13 Q Do you know how much money was actually .
13 tied up in the auction rate securities?
15 A Several million. I don't remember the
16 exact number. -
17 Q Do you have an understanding éor the time
18 that the Mount Vernon Ladies Association was a
19 client, what their total endowment was roughly?
20 A Outside of what we managed that was not
2T el st JPMoTgan or Royal,—wouldbe— 300 mitltor;
22 somewhere in that range. That's jugst an estimate.
/A23 Q I think I neglected to ask you about the
24 -- I want to go back and ask you a little bit about
25 the broker/dealer work and how it's set up. Of the
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client accounts that you currently and have had in

1

2 the last five years oxr so, is there a monetary

3 threshold below which Bennett Group will not except
4 a client?

s A ' No, I don't be}ieve there is. We have

6 several small, simple IRA plans. We might have

7 forty employees on a plan. Some of the clients have
8 $3,000; some have $200,000. If we can help them, we
9 wouldn't really hold that to -- there is no low
10 limit.

11 Q In terms of Bennett Group Services as a
12 registered representative, individual clients as
13 well, correct, not just --
13 A UhR, yes, individual ciients.
15 Q Is there any threshold there for
16 individual clients below which you won't accept a
17 client?
18 a No. We have IRAs that have $2,000 in
19 them.
20 Q Do you currently have individual clients
—2T Wit aEsetsover—ons Wit ion dolTars?

22 A Yes.
23 Q Do you currently have individual clients
24 with assets over five million dollars?

25 A Individual clients, not pensions, I don't
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1 couple other questions.
2 For Dimension Data, you mentioned that Ms.
3 Bennett provides some short-term cash corporate
4 advice. Was the Bennett Group or anyone else paid
5 for those services?
6 : For those services?
7 Q That didn't relate to the 401 (k).
8 A No.
9 Q Why not?
10 A We were in hopes that we would get a
11 referral from them to other companies that they .
12 worked with or activity manage and bring over some
}3 other corporate assets and maybe grow some business
14 that wéy. We do a lot of prolong work to hopefully -
15 -- because that's what we do. We advise. That's
16 what we do best. That's how we build 99 peicent of
17 our business over the years is thr;ﬁgh referrals and
18 advising and helping pecple.
r-19 Q What about for Omega World Travel and the
20 additional non-pension-related services that you
2T gatd were provided? Wy BEINEtT GroUp OY GIyOIe
22 else paid for those services?
23 A We were not paid for those services, not
24 to my knowledge.
25 Q Were there any agreements in addition to
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1 whatever pension and paperwork was in place executed
2 for that addition service provided by the Bennett

3 Group to either Dimension Data or Omega World

4 Travel?

5 A Not for the short-term coxporate stuff,

6 just for the pensions.

7 Q Did you, yourself, have -- forgive me if

8 It've asked you this -- have any direct communication
9 for the corporate advice that was given that you
10 just mentioned through Dimension Data, Omega World
11 Travel -- did you, yourself, correspond with anyone
12 other than Dawn about those kinds of extra services,
13 e-mail, telephone call, anything like that?
13 A No, not to my knowledge.
15 Q You, yourself, did not?

} 16 A Correct.

F 17 Q You don't recall ever having a discussion
18 with anyone at Omega or anyone at Dimension Data?
19 A No. Those are Dawn's contacts and

h_30 high-level conversations.
2T Q Do you, a5 a genexral rule for brokerages
22 clients, do you interact with individual brokerage
23 clients on a daily basis?

24 A Yes, I do.
25 Q Are there certain clients that only Dawn
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f; that Bennett Group do and what have they done in the
2 last five years?
3 A Dawn will announce our phone number on a
4 radio show.
5 Q The radio show itself, is it a marketing
6 tool?
7 A I wouldn't say marketing tool. 1It's a way
8 for Dawn to continue to get out the message that we
9 do for our clients. What she does is take all of
10 our research that we've éut together over the week,
11 on Satuxday puts it all together, and Sunday spits
12 it out. So it's part of that process, letting the
13 world know what is going on in the economic
13 eRvizonment, And She TIL ﬁ%ﬁfisﬁ'ﬁénnett Group
15 Financial Services there, too.
16 Q Is part of the idea of the radio show,
17 though, that you'll hope that you'll get clients
18 that are interested or perspecéive clients that are
19 interested and they'll call in and say, I'd like to
20 be your client?
2T x T think thatr s a sl part ot v The
22 ‘ huge benefit that Dawn gets from it is that it's a
23 structured way for her to formally put together all
24 the research that she's done throughout the week and

\V’ZS

memorialized that. 1It's a good way for her to do
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1
2 so I guess it's mostly that, but a little bit of
3 marketing and hopefully we get a new client or two.
4 Q Does she still do the radio program?
5 A Yes, evexy Sunday.
6 Q Is it scripted?
L“_l A No.
8 Q Does ghe develop -- as you mentioned --
9 the things she wants to talk aboqt, though,
10 beforehand? 1It's not just, Let's throw it out and
11 see what happens or what comes up?
12 A No. She'll have kind of like a monologue,
13 I guess is the best way to say -- then we'll have a
T §ueSt Tor Etwenty FiTuEes. ThHen we'IT Have BomE —

15 questions from callers who will comment on a topic
16 that she might have talked about or question for the
17 guest that we might have. Then at the end, she'll
18 give some more commentary on the market.

19 Q Do you play any role on developing the

20 topics that are going to be covered on the radio

2T SIow?

22 A No. The market kind of dictates that. I
23 put together -- you know, returns for different

24 sectors, for internal usé, and she ‘uses some of

25 those numbers on the show.
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1 Q But you do provide some of the data, the
2 underlying data for her to incorporate into her
3 generél outline of what she wants to talk about?
4 A Absolutely. Whatevér happens throughout
5 the week that is interesting, I probably should
6 share that with our listeners. 1I'll mark that, send
7 it to her. 1It could be a Bloomberg article,
8 something £rom the Gold Counsel. Or sometimes
9 clients e-mail in articles that they've read in Wall
10 Street Journal that I might not have caught. I only
11 read the left-hand column of the Wall Street
12 Journal. I'm not interested iﬁ all of the other
13 commentary. Clients sometimes -- or a listen --
I will send in, Did you see this? That's interesting.
15 Most of it. There are newsletters and things, which
16 we don't have an ingerest in.
‘/’37 Q Does the Bennett Group pay for the radio
18 time?
19 A - Oh, ves. I don't know what the cost is.
20 Q There is an individual who serves as the
21 moderator ol the radio wiow, thehost?
\-?2 A I guess Dawn is the host.
23 Q Isn't there another individual also
24 included?
25 A We had a gentleman to help Dawn start
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1 really no need for preparation or anything like

2 that.

Q Does the Bennett Group continue to have é
website?

a We still have our website
www .BennettGroupFinancial .com.

Q Does the Bennett Group issue press

8 releases? Have they in the last five years?

9 A Maybe the last five years, I think we had
10 a couple press releases.that we sent out internally;
11 It came from us, not from a PR firm -- you know,

12 Dawn is going to be on this show or something like
13 that. I don't recall any of those recently.

2 Q YT get the sense there weren't a 1ot OF

15 press releases issued by’the Bennett Group?

16 A No.

17 Q what types of subjects did they cover?

18 A Usually the PR would rélease that Dawn is

19 going to be on NBC Nightly News tonight; you might

20 want to listen. We would send it to our clients.

2T Q By T-matl? ‘

22 ‘ A Yes.

23 Q pid you have any type of mail marketing

24 that the Bennett Group has done over the last five

25 years, sending out hard copy information to clients
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i Or perspective clients?
2 A Nothing on the marking scale, no, not that
3 T ran recall.
4 Q Nothing on a marketing scale --
5 A Nothing we couldn't send out massive mail
6 or --
7 Q You've never done that?
8 A I don't believe so.
9 Q I believe that the Bennett Group has
10 suﬁmitted documentation to Barron's in the last
11 several years for various rankings; is that correct?
12 A Yes.
13 Q Have you played any role in making or
14 |~ submitting the documentation to Barxon's?
15 A Yes. Dawn, myself, Tim, the whole staff,
16 we usually help provide data for that.
17 Q What did you do?
18 A Help calculate different numbers and
19 _things. .
20 Q For all of them or anyone specific we
2T shoudtorus orn?
22 a I think all of them, if I remembexr
23 correctly.
24 Q Let's mafk a few exhibits here, 5, 6, 7.
25 Have you had a chance to lock at all of these. I
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-~

1 “have three. The first one is Exhibit-5, and it's
2 Barron's Top 100 Woman Financial Advisgers. Do you
3 " see that? The date is June 8, 2009, correct?
4 (SEC Exhibit No. 5 was
5 marked for identification.)
6 A Correct.
7 . Q Exhibit-6 is the Top 100 Independent
8 Financial Advisers ranked by Barron's in 2009,
9 correct?
10 (SEC Exhibit No. 6 was
11 marked for identification.)
12 . A Yes, ma'am.
13 Q And Exhibit-7 is the 2011 Top Adviser
- 17 Ranking, washingtomn, DC, COXrect?
15 (SEC Exhibit No. 7 was
16 marked for identification.)
17 A That*'s correct.
.18 Q Let's look at the first one, Exhibit-5,
i9 which is the Top Women Financial Advigers. Do you
20 have any recollection of putting together
—information £or the Barron ¥ submission related to
'22 this ranking?
23 A I remember the ranking -- 2008, you said?
24 Q 2009 is the date it was published. Do you
25 recall participating in the submigsion?
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1 A Vaguely.

2 Q Do you have any recollection of what you
3 actually did?

4 A There is a form they send out or a

5 spreadsheet. I remember helping to the data into

6 that spreadsheet. .

7 Q You actually entered the information into
8 the spreadsheet? I'm assuming it's online?

9 A Yes, it's online.
10 Q Are you saying you actually input the
11 data?
12 A I helped put the data together, but I
13 didn't enter it into this particular spreadsheet; I
13 don Tt believe 50.
15 Q Do you know who did for the various
16 submissions that were made, actually put it onto the
17 spreadsheet onto the computer?
18 A I would have to say -- I can't say without
19 certainly -- no, I don't --

20 Q You don't know for sure?

21 y:y Tt—could have beernr Thm —Could ve been
22 Dawn. I can't recall exactly who did that

23 particular one. I do remember participating and

24 calculating --

25 Q What was the purpose of making a
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1 submission to Barron's for really all of them, for
2 thege rankings? What was the thought behind doing
3 it?

4 A I know Dawn knew the editor or someone

5 high up in Barron's, and he had asked her to

6 participate in this. We said, Okay, we'll give it a

7 whirl and see what happens. |

8 Q For what puxpose?

9 A For éoing him a favor and -- you know, we
10 were ranked five, then they wanted to do a picture
11 of Dawn. We said, Okay, this is good publicity.

12 Q Isn't that the real reason to do it, to
13 get publicity?

13 A T would guess, yes.

15 Q You don't know?

16 A I don't know what Dawn's real intentions
17 were for doing this. He said I'm doing my friends
18 at Barron's a favor. I remember her saying, Do you
19 think it's a good idea?

20 I said, If it doesn't cost anything, why
;; or, See wWhat Iappens

22 Q Did the Bennett Gréup uge the rankings for
23 any of these years in its commnﬁications with
24 people, talking about their background of éennett
25 Group or of Dawn Bennett?
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A We did. We attracted the wrong type of

1
2 client with this particular type of marketing.
3 Q What do you mean?
4 A I think you guys are familiar with the
5 Devorah case -- Carrie Devorah. She had come to us
6 -- I believe she saw us in Barron's and came in. It
7 kind of attracts a strange type of client, which we
8 preferred not to have.
9 Q Strange in what way?
10 A She's very -- Carrie -- what's the word
11 I'm looking for? Litigious, I guess. I'm trying to
12 be kind.
13 Q So when things didn't go exactly the way
1 —She wanted to, She decided She would Bue oF Eile
1s some kind of legal action?
16 A Exactly. And she made money with us the
17 whole time she was here, but was still not happy.
18 Exactly.
19 Q Not enough money?
20 a Yeah, I guess.
2T MR, BLOCKT —She apparently susd—everybody.
22 THE WITNESS: But, yes, we're not using
23 this anymore, the Barrxon's. It didn't bring any
24 good -- we'll try a marketing idea. If it works, it
25 works. I think it's the wrong type of clients. Our
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1 clients that we want will be the ones that want
2 guidance, who want advice, who want to be part of
3 the process.
4 A lot of the times this will attract
s do-it-yourselfexrs who want to buy theAVanguard Index
6 Fund and hold it forever and hope the market goes
7 up. They really don't want advice. They just want
8 gomeplace to park a trade. That's not what we do.
9 We like to help people achieve goals and understand.
10 So it attracted the wrong type of
11 client basically. So we gave it a whirl for a
12 couple of years. It really didn't bring a lot of
13 fruit to what we wanted.
12 BY MS. PAW:
(15 0  Right.
16 A The radio show brings more people to us
17 that are closer to philosophy. They can hear Dawn
18 for 40 minutes talking about the market and what we
19 see, and there is a common ground for people there.
20 Q Exhibit-8, you'll see it says it's from
21 e IUTBTIOr actuatty from me, bur ity A wemall
22 string. I couldn’'t figure out how to get my thing
23 off of the top. 1If you'll look down -
24 (SEC Exhibit No. 8 was
25 marked for identification.)
~
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-
1 A I see what you mean.
2 Q I assure you I didn't have any part in
3 this e-mail string. So from August 31, 2009 -- and
4 it's discussing the placement of the Bennett Group
5 as 26 on one of the lists. I don't believe it's
3 Exhibit-6. I believe it's number 6, right?
7 A Yes, you are correct.
8 Q Right. And Ms. Bennett saying in her last
9 entry here, It would be nice to get a few of those
10 calls. Do you see that?
11 A Yes.
12 Q I show you this just to kind of underscore
13 the idea that -- is it accurate to say that the hope
11 was that come good busincos would comc out of thc
15 appearance of the Bennett Group on these lists?
16 A Sure.
17 Q Numbexr 6 here is the 2009 top 100 that we
18 just referred to where she was numbexr 26. Do you
19 recall any involvement you had in preparing the N
20 submission to Barron's for this particular ranking?
2T r:y very Timilar—to the Jwie 09 onE.
22 Q Do you recall specifically what
23 information you were tasked with pulling togethexr?
24 A Asgets and retirement plans, maybe the
25 number of accounts. Those are two that I remember
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1/~1 directly.
2 Q Would that also be true for Exhibit-7,
3 which is the 2011 ranking?
4 A Yes. Again, probably the number of assets
S and retirement plans. I had frequent contact with
'é them and the number of accounts.
7 Q I'm going to show you Exhibit-9 and ask
8 for you to take a look at it, please. Have you ever
9 seen this before?
10 (SEC Exhibit No. 9 was
11 marked for identiﬁication.)
12 A Yes, this is what we would enter, the type
13 of questions that Barron's would ask.
T3 0 Now I Believe even Ehough ERers I8 HoE am
15 actual date on this -- at least not that I can see
16 -- I believe this corresgponds to the 2011 ranking.
17 If you look at the numbers that are repérted in the
18 'ranking -- am I missing a page for 2011? Where is
19 she on 2011? .
20 A Number 2.
2T Q T s right, monber 2T The reported
22 numbers, if you go across, total assets, 1.8 billion
23 . -- it's actually -- if you look at Exhibit-7, this
24 one, number 2, and you following across the total

=

assets recorded are 1.8 billion, correct?
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tl A Yes.
2 Q Typical account is 3 million. Do you see
3 that?
4 A Yes.
5 Q And a typical net worth is S million?
6 A Yes.
7 Q So that's on Bxhibit-7. If you look at
8 the information that is entered starting on page 4
9 with number 41, question 41, do you see that? Total
10 individual assets?
11 A Yes.
12 Q 1.8 billion, correct?
13 A Yes.
14 Q *—XTid then tRE GLHET questions are in some -
1s of the -- I think it's repeated a little bit on soﬁé
16 of the other pages. Number 42, the question number
17 42 on the Barron's submission, do you see that? It
18 says, Percentage gf total of the 1.8 billion that is
.19 gstagnant, unmanaged assets{ you receive no fees.
20 Do you see that?
21 A YES
22 Q And it says zero?
. 23 A Yes.
24 Q I think -- question 36, it says 3 million.
25 Do you gee that? |
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A No.

2 MR. THOMAS: Were you *resulting for the
3 calculation of the 1.8 billion --

4 THE WITNESS: Dawn mostly would calculate
5. that. I know she asked me what we had at a

6 broker/dealer at the time. I can pull that off of
7 our Morecambe system.

8 BY MS. PAW:

9 Q The brokér/dealer part?
10. F-\ The broker/dealer.
11 Q Which, in 2011, was roughly what? Can you
12 quantify it?
13 A Maybe 10 to 400,000 (gic) ‘that we held at

(T | JprMozgan.

15
/ 16

Q Four hundred million?

a I'm sorry, yes.

E

Q Okay.

18 A Again, that was an estimate.
19 Q I understand. In your own discussions with
20 clients, perspective clients, did you either in
2T T=mails o phome conversariome taltk abomtheranks
22 at Barron's?

T 23 A I don't recall anything off the top of my
24 head where a client would have asked. Or if they

saw the ranking, of course, I think we had a couple

L
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1 clients that acknowledged that, yes, we were
2 fortunéte to be ;anked.
3 0 What about in similar communications with
4 clients oxr perspective clients? Did you ever doubt
5 the amount of assets being managed by the Bennett
6 Group?
7 A Proposals and things, yes. I think we had
8 a number that was calculated for that time period in
\\\~9 certain proposals.
10 Q What was your purpose for including the
11 amount of assets managed in proposals and other
12 things like that? Why did you include it?
13 A General information about the f£irm.
12 U T5 Tt Intended t6 Show SUcCes5?
15 A Success, no, because mutual funds -- a lot
16 of these companies have billions and billions of
17 dollars. I'm not sure if it's success. It's just
18 giving general knowledge to clients that -- you
;9 know, we don't have $10 in under management. We do
20 have some assets we do advise on to give them some
2T Tdeabuc ot the suecesy, 10,
22 Q Let me show you Exhibit-10. If you'll
23 just take a few moments to take a look at it.
24 (SEC Exhibit No. 10 was
25 marked for identification.)
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A Yes, this is an e-mail.

Lzs

2 Q So Exhibit 10 is three pages, and it's an
3 e-mail --

4 A Yes.

5 Q -- between you and Connie McGinley?

6 A Yes.

7 Q On the very first page, the first date

8 here is Septembexr 13, 2010, correct?

9 A That's correct, yes, ma'am.

10 Q The very first page -- let me ask you

11 this: Who is Ms. McGinley?

12 A Connie McGinley is our branch manager from
13 Legg Mason, a former branch manager at Legg Mason. I

’ 14 worked with her. She was our branch managexr since I

15 was there since '99 through 2006, a good friend of
16 ours. )

17 Q Do you have any kind of business

18 relationship with her?

19 A No.

20 Q Is she still involved in the securities
2T frdastyy s

22 A She's retired.

23 Is she a client?

24

Q
A She's not a client.
Q

On the first page here, you told her, BGFS
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{1 is having another record year. We now manage a

2 little over 1.6 billion AUM, assets under

3 management, correct?

4 a Correct.

5 Q In your correspondence, do you make a

6 distinction between assets under management and

7 assets managed?
Lf A I bglieve they mean the same.

9 Q What was your purpose in including this
10 figure, the 1.6 billion assets under management in
11 your correspondence with Ms. McGinley?
12 A Sure. I think she agsked us how we were
13 doing. If I remember correcciy, just letting her
14 " know that -- she was worried about that we would
15 possibly fail because we went on our owﬁ.
16 Q What do you mean "weﬁt on our own"?
17 A We were very happy at Legg Mason, small
18 regional firm, good reputation out of Baltimore.

19 Chip Mason decided to spin off the brokerage

éo business in late 2005 to -- at that time, Smith

2T BariEy,;, Wirtch cloaged yanmes—a couple giffersnttines
22 gince then. We didn't want to work for a large wire
23 housé. So that's how Bennett Group Financial .

24 Sexrvices, LLC was formed. In February, they spun

25 off Legg Mason Wood Walker whére -
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that we were taught to calculate goes back to Legg

1

2 Mason days. Dawn and I remember several meetings

3 with our branch managers who have always told us --
4 you know, how do you calculate the AUM? I remember
5 him -- there was a two-part question. The money ycﬁ
6 get paid for and you add it to money you don't get

7 paid for. Everyone does pro bono work in hopes of

8 getting mére business from the compliant or getting
9 a good referral. We've always practiced that.

10 Barxon's has a similar approach -- you

11 know, they report one number, but they ask to break
12 it down in there. 1It's ultimately reported as one
13 number. So that's vhat we did for the broker/dealer
12 Side. That's what -- that included the assets that
15 were held in --

[ Q 20107
A So that would have been Western

e

International assets plus whatever we were advising

18

19 privately for our clients that were not compensated
20 for.

2T Q Didyoudothe talculation yourselt?

22 A No. Dawn would give me that number

23 because she works exclusively with those unique

24 clients that we had a good relationship with that
25 relied on our expertise.
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/; Q - Let me show you Exhibit-1l, which is a
2 multipage document. Take a few minutes to look it
3 over if you could.
4 .(SEC Exhibit No. 11 was
S marked for identification.)
6 A There appears to be something missing.
7 Usually there is a name above from whom it's
8 addressed to, but that's irrelevant.
9 Q Well, it's not irrelevant, but we'll talk
10 about that after you take a look at it.
11 A Okay. I'm familiar.
12 Q .SO you mentioned that usually there is a
13 name at the top?
13 A Yes -- you know, the Smith framily,
15 whomever this would be tailored for. Proposals will
16 always have a name on it. Then we would do the
17 calculations foi -- I can't tell you who this was
18 tailored to. That's why I asked who the name was.
19 Q First of all, this is 57 pages, it looks
20 like, right?
2T X Yes™
22 Q It says -- it has kind of a cover page,
23 Dawn J. Bennett, Wealth Planning For A Sustainable
24 Puture, right?
25 A Right.
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10

o] Is there a -- for lack of a better word --
a templet t£at is then used to tailor information to
a specific customer or potential customer?

A This is a PowerPoint presentation that is
changed for a number of pages for clients and
things. So the first few pages will ‘show up in just
about every ~-- you know, page 1 through 9 will show
up probably in most of the proposals.

Q You can go and find 1 through 9. They're

somewhere on the computer system in a PowerPoint.

76

11

12

13

You don't have to recreate it every single time?
A No.

. Q The following pages are tailored to the

- _Specitic. individual?

15 .

16

A To number 10 through 15, number 16 through

27 is updated, just general information, but that's

17

updated. Those things may change. 24, 25 are just

18

19

20

information that probably would stay the same. 26
would definitely be changed. 27 is just a general

conclusion that would usually remain the same.

&l

22

23

0 T3ttty sometining used only £or CUrTent
clients or is something like this developed to send

to prospective clients?

24

25

A Prospective clients.

Q Just to prospective clients ox both?
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A Just prospective clients.

2 -Q So you obviously have to gather quite a

3 bit of information from them in order to develop

4 this plan, correct?

5 A Yes.

6 Q Does this look like it was, in fact,

7 developed for a specific client; we just don't know
8 who it is?

9 A Exactly. You can see something covered up
10 in the name I believe.

11 Q That's the wéy we received it, so I didn't
12 take it off. I don't know who it was designed for.
13 A You can see some line or something, but

12 YE€s, thereé is always three lines: Name of the
15 client in parenthesis --

16 0 This one on page -- I think it says page
17 3. It gives us a date, February 8th, 2011, correct?
18 A Yes.

19 Q Is this something you, yourself, have used
20 in sending to prospective clients?

2T x Prospective ctlientys, yew:

22 Q If we could go through it just a little

23 bit, page 4, General Description; page 5 kind of

24 gives a general overview of the type of work that's
25 done, correct?
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r~.
1 A Yes.
2 Q Twenty years of experience in the
3 financial services industry, right? It mentions
4 that in the first paragraph.
5 A Correct.
6 Q The second paragraph talks about the
7 personnel, correct?
8 a Yes.
9 Q 1.5 billioﬁ in assets under management,
10 corrxect?
11 A Correct.
12 Q BGFS is affiliated with JPMorgan. Can you
13 .explain to me what that affiliation was at that
13 Eime? -
15 A Again, almost 100 percent of our business
16 at that time was on thé broker/dealer side. Our
17 broker/dealer was Western Intexnational. All of our
18 assets are held at JPMorgan. So there are -- whom
19 we élear our trades through, and they hold our
20 assets. So JPMorgan really -- not holds the assets.
2T BEnnEtt-GrUup—ts-thE“ftnanctat“a;vtser-and“wEscern
22 International is the broker/dealexr that kind of
23 monitors -- all three of us monitor each other.
24 So there is really three different tiers T
25 to Bennett Group's existence, I guess, in this

ENFORCEMENT-BGFS-0002043



79

1 particular case.
2 Q Okay. You mentioned the first 10 pages or
3 so are standard used in every compilation that is
4 sent out to prospéctive clients; is that right?
5 A That's coxrect?
6 Q Do you know who created the first 10
7 pages?
8 A I did, yes.
9 Q So on page 7, for instance, you have the
10 background of Ms. Bennett. Education, experience,
; 11 correct?
' 12 A Yes.
13 Q Awards, memberships. Do you see that?
14 A T do.
15 o] You included the ranks, I see?
16 A Yes.
17 Q What was the purpose of including the
18 Barron's rankings?
19 A They felt like giving general information
20 about our firm. We felt that was imporﬁant
2T infbrmaunnr1xr1ﬁ1ay‘ﬁr:fparspvcttve—ctténc.
| 22 Q To instill some kind of confidence in her
/ 23 ability hopefully?
{\ 24 A Yes.
—;s Q So there's a number -- page 8, there is a
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1 number of things. The media recognition, her radio
2 sth, correct?
3 A Yeg.
4 Q Her television shows that she's appeared
S on?
6 A Correct.
7 Q So a lot of the things that she's done to
8 get he?‘name out there and information out there
9 you've included on hexe?
10 a Correct.

PIl 0 Do you still use this type of presentation
12 for progpective customers?
13 A We do.

‘“f14 ‘ Q. Is it Ehe same oney T R

15 A No. We've removed the Barron's, as we
16 said we would. Everything else I think is basically
17 the same unless something else was added, which I
18 don't think so. Award or membership or media.
19 That's still the same. Like I said, just the
20 Barron's is probably the only thing we removed from
2T that Tikewesaid—we—woulid:
22 Q What do you mean "like we said we would"?
23 A I think in our response letter that.we
24 sent --
25 Q  To the staff?
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1 A Exactly. We don't report the assets under

2 management, because there is still some confusion

3 there --

4 Q When did you stop u;ing that?

5 A Whenever -- 2011.

6 Q Sometime after the exam staff --

7 A EBxactly. I don’'t recall the exact dates,

8 but --

.

9 Q I want to talk about this later, but page
10 12 is the 10-year summary. Do you see that, through
11 ‘ December 31, 2010?

12 A I do.

13 Q Did you have any role in calculating the
Iz BGFS model returns at this point or at any point in
1S the last 5, 6 years?

16 a Yes. We engaged -- let me back up.

17 Ashland Partners, we engaged them to help us put

18 together a ‘model. They asked us for a series of

19 data an& documents that back up even further than
20 that. When we started -- when we went on our own in
2T 4uu6Tﬂm?1nnnr1kamrtU—nEgg“masun"and*appruaunea;bur
22 legal counsel there and asked, Who do you guys use
23 for performance for the mutual funds at Legg Mason?
24 Legg Mason had their own mutual funds.

25 He had recommend Ashland, so we engaged
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1 your compensatiop would be 25 basis points on those
2 assgets?
3 THE WITNESS: On those assets, yes, Sir.
4 And clients have other accounts with us, too, so
5 they might not have had their full poxtfolio. They
6 could have had their Roth IRA in something
7 different. They could have been buying and selling
8 stocks. Again{ these are nondiscretionary accounts
9 so the client makes the final decision in what they
10 invest in.
. 11 BY MS. PAW:
r~IE Q Let me show you Exhibit-20. Are you
.13 familiar with this chart?
12 (SEU EXhibit No. 20 was -
15 marked for identification.)
16 A I am, yes.
17 Q So it's the portfolio returns chart data
18 through December 31, 2009? Do you see that?
19 aA I do.
20 Q There is a schedule of returns and the
2T “modElport Uit that Ty Tisted year to date tihroughn
22 August 17, 20107?
23 A Correct.
24 Q One year, three year, five year, ten year,
25 correct?
-
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2 Q The model portfolio did not exist in 1999;

3 is that right?

4 A Model portfolio -- yes.

S Q It did exist?

6 A Yes, it went back, I believe, to '97. And,

7 again, I don't have that in front of me, but '99

8 definitely.

9 Q Tell me how the returns were calculate@.
10 Maybe my first qﬁestion should be: Did anyone at
11 the Bennett Group calculate returns for the model
12 portfolio independent of anything that Ashland did.
13 Did-anyone at the Bennett Group calculate portfolio
12 Teturns?

kﬁls A For the model, no.
16 Q Didn't Ashland just actually verify the
17 calculations already done by the Bennett Group?
18 A No, they took the data and helped us
19 create the returns for that.
20 Q What do you mean “create the returns"?
2T A IhEy—t5bk‘thE—cUntempcranecus‘ﬂbcumeuts
22 and figured out what we owned and what we didn't own
23 for those years and verified numbers, verified
24 returns, put them in a quarterly update and went
25 back to '97/'99. Whatever the year was, I don't
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were pretty close. There was probably a four-year
average, a 3 percent deviation, I think it was 3.2
percent to be exact in the average return.

It showed that the model portfolio was
pretty close to what our clients were achieving of 7
out of 10, where we had 70 or 80 pexcent
participation ratio in the model. Not all clients,
because, again, they don't do exactly what we ask
them. Taking a tax loss or taking distributions

aren't part of the model. That is something you

145

11

12

13

can't quantify, so, of course, that's going to skew

that number, but that's some of the differences that

we saw there.

14
1s

16

Q You are saying -- let's say you were
looking at Exhibit-20, for any given client, even

though the returns of the model portfolio are

17

whatever is listed here in the green column, any

18

19

20

given client might not see that kind of return?
Could be way off, could be close, depends on what

they decide to do, right?

&1

22

23

X THIL 5 COLTEC
(o] Down in the bottom, what does it say at

the bottom?

24

A It should not be assumed that all clients

follow VGF portfolio. Actual client investments are

4
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made with client's investment objectives, risk
tolerance. Actual performance of client accounts
may diffgr. Historical rate of returns may not be
indicative of future returns.

5 Q Is this table, if you will, it's printed
6 out nicely in color hexe. I8 the kind of thing that
7 would be given to clients or prospective clients?
8 A Yes.
9 Q They would want to know about the track
10 record of the Bennett Group?
11 A Absolutely, if they were with us in a
12 certain year, if they followed all our
13 recommendations, what would it look like, this is
IS | WHat It would IOk Iike. -
15 Q These bullet points down at the bottom,
16 are these something that were included at Bennett's
17 initjiative or was it recommended by Ashland or
18 someone else?
© 18 A Ashland and Western. I asked them what
20 disclaimers do and that's what they came up with.
2T U Who gt wWestern?
22 A Brad Kaiser.
23 : Q To your knowledge, was this disclaimer
24 language then part of the communications that anyone
{~ 25 who got the tables of returns they got the
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disclaimers as well?

2 A That's my understanding as well, yes.

3 Q Have you ever sent out anything out like
4 this? I know tﬁere were several years that had

5 these kinds of tables with returns on them. Had you
6 ever used them yourself in giving them to

7 prospective clients or current clients?

K: A Dawn and I have, yes.

9 Q Do you send them by mail or e-mail ox

10 both?

11 A E-mail.

12 Q Let me have you take a look at Exhibit-21.
13 You read it through?

12 (SEC Exhibit No. 21 was

15 marked for identification.)
16 A Yes.

17 Q Again, a series of e-mails, an e-mail

18 string, Bate stamped BGFS 0190836 through 39.

19' dealing with Janet Tancredi, right, who is not a

20 ‘client and has never been a client, correct?

21 A TRt S COXTECE, I U0 YEmEmber her IIowW.

22 Q You do remember hex?

23 A Yes.

24 Q You were CCed on this, although I don't
25 believe you were the author of any of the e-mails;
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1 is that correct?
2 a That's coxrrect.

3 Q The draft c-mail here from Michelle Morris

4 requesting approval includes a table similar to one

5 that we gsee in Exhibit-20 with returns. Do you see

6 that?

7 a I do.

8 Q But it does not include any of the

9 disclaimer language. Do you see that?

10 . A I do see that.

11 Q Do you know if that was routinely left off -
12 of communications?
13 A No, but I do remember we had to write up

_ 14 V3. Mbrrxs'because she wag_leaving QEf disclaimexs _

1s that werxe needed. I would have to go back and loock

16 to see it that was the.time period.

17 Q But Dawn approved it, didn't she? She

18 said yes?

19 A Yes, and aftexr the fact I do believe I had
20 mentioned to her that the e-mail was missing the

2T disciaineramd—=

22 Q You had mentioned to hex, meaning Michelle
23 Morris or you mentioned to Dawn?
24 A To Dawn, and I think we had to write her
25 up for that.
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PROCEEDINGS
MR. RINALDI: On the recoxd at 9:28 a.m.
Ms. Mascho, will you raise your right hand?
Do you swear to tell the truth, the whole
truth, and nothing but the truth, so help you God?
THE WITNESS: I do.
MR. RINALDI: Thank you.

THE WITNESS: You're welcome.

162

9 MR. RINALDI: Before we went on the record, I
10 put three documents in front of you: the formal order of
11 investigation in this matter, a supplemental order, and
12 what I've marked as Exhibit 1 or what's actually been
13 previously marked as Exhibit 1, the Commission's
14 Supplemental Form 166Z.

15 Have you had an opportunity to review those?
16 THE WITNESS: I have.

17 MR. RINALDI: Do you have any questions about
18 them?

\_}9

THE WITNESS: I do not.

MR. RINALDI: Okay. Do you undexrstand that

20

2T you ve JusSttaken am oath?

22 THE WITNESS: I do.

23 MR. RINALDI: And you understand the oath
249 obligates you to tell the truth at today's teétimony,
25 correct?
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1 MR. RINALDI: For the record, could you state
2 and spell your full name?

3 THE WITNESS: Bradley Carl Mascho, B-r-a-d-l-e-
4 y, middle name C-a-r-1, last name Mascho, M-a-s-c-h-o.

5 MR. RINALDI: My name is Michael Rinaldi. I'm
6 here with Brendan McGlynn, and on the telephone is

7 Patricia Paw.

8 We are officers of the Commission for purposes
9 of this proceeding.
10 ). This is an investigation by the United States
11 Securities & Exchange Commission in the matter of Bennett
12 Group Financial Services, file number P-1774, to
13 determine whether there have been violations of certain
13 provisions ot the Federal securities laws.

15 However, the facts developed in this

16 investigation ﬁight constitute violations of othex
17 Federal or state civil or criminal laws.

18 Are you represented by counsel here today, Mr.
19 Mascho?
20 THE WITNESS: I am

2T MR, RINALDI T Wouldtowngel pleaseidentity
22 themselves?

23 MR. MCLUCAS: Bill McLucas, Wilmer Hale in\

24 Washington.
25 MR. NIEMEIER: Charlse Niemeiexr, Williams &
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1 Connolly.
2 MS. GOLbSTEIN: Dale Goldstein, Greenberg
3 Traurig. .
4 MR. RINALDI: And are all counsel representing
5 Mr. Mascho in his individual capacity here today?
6 MR. MCLUCAS: Yes.
7 MS. GOLDSTEIN: Yes.
8 MR. NIEMEIER: Yes.
9 Whereupon,
10 BRADI:.EY C. MASCHO
11 appeared as a witness herein and, having been first duly
12 sworn, was examined and testified as follows:
13 EXAMINATION
14 BY MR. RINALDI:
15 Q Mr. Mascho, other than your counsel, have you
16 spoken with anyone about this investigation?
17 A In response to the deficiency letter, but
18 besides that, no. _
19 Q Okay. And who did you speak with with regard
20 to the deficiency letter?
2T X O Staffat Bermett GIoup.
22 Q Who, in particular?
23 A Dawn Bennett, Tim Augustin, Katie Pruess, John
24 Koorey, Stuart Rogers.
25 Q Anyone else?
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1 you ever asked to do that?
2 A Sometimes she'll ask, okay, what did geld do
3 last week --
4 Q Okay .-
5 A -- and is there any news on gold?
6 Q Okay. '
7 A Those types of things.
8 ©Q Would it be fair to say that Dawn discusgses a
9 series of political and financial topics on the radio
10 show?
11 A Yes.
12 Q Okay.
13 Now, is your research typically about the
hE: political issues or about the financial issues?
15 A Mine is just financial.
16 Q Okay.
17 A We don't do any of the political --
18 Q That's just Dawn's --
19 A That's Dawn.
20 Q And Dawn doesn't need your help --
2T x No™
22 Q -- determining what she's going to say about
23 the political issues.
24 A That's not my forte.

Q Okay. Does she ever talk about Bennett Group
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Financial Services on the radio?

2 A She will mention -- yes.
3 Q Okay. Does she ever give the telephone number
4 of Bennett Group Financial Services?
L_F A Every time.
6 Q Okay. Does she give the website address of
7 Bennett Group Financial Services?
8 A I'd have to go back and listen. I don't know.
9 Q Does she indicate what Bennett Group Financial
10 Services does during the radio show?
11 A Sometimes she may, yes.
12 Q Okay. Does she indicate that she is the chief
13 executive officer of Bennett Group Financial Services
14 during the radio Show?
15 A I'm not sure she's ever said that.
(:}? Q Is it fair to say that the radio show is an
17 advertisement for Bennett Group Financial Services?
18 A It's an advertisement for it? That's not the
L19 sole purpose of it, no.
/ 20 Q Is that one of the purposes for it?
2T —&  Probaply way, way down on ther st — I would
\’?2 be ancillary, at best.
23 Q Is there a compliance function at Westernm
24 International?
25 A A compliance function? I'm not sure what you
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1 Q So, is it fair to say that the reason why

2 Bennett Group Financial Services submits the audio

3 recordings of the Financial Myth Busting radio show to

4 the compliance function at Western International for

5 review and approval is because it's an advertisement.

6 A It's considered advertising, I would say so,

7| vyes.

8 Q Okay. Aand it‘'s advertising for Bennett Group
9 Financial Services, correct?
10 A I don't know if I can make that -- is it for
11 Bennett Group or for bawn? I'm not sure. Everything

12 runs through Dawn's I.D., soO --

13 Q Okay.

I3 B == in essence it would bé for Dawn.

15 Q Okay.

16 A Or for Bennett Group. You can probably say

17 eithex.

is Q Okay. $°’ is it fair to say it's advertising
19 for both Dawn and Bennett Group Financial Services?

20 A Correct.

2T Q okay.

22 A But if you're saying that's the sole purpose of
23 Financial Myth Busting, it's not. But it is -- it would
24 be considered, from a compliance standpoint, advertising.
25

So, yes, you're correct on that.
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1 Q Now, how much does Dawn get paid for doing the
2 radio program?
3. A I'm not aware of anything.
4 Q Okaf. It's the case that she pays the radio
5 gstation for the time, correct?
Lf A Yes.
7 Q Okay.
8 A We pay for the usage of the studio.
9 Q Okay. What is the current amount of assets
10 under management that Bennett Group Financial Services
11 has?
12 A I have no idea.
13 Q Is it $5 million?
17 R T have no earthly idea. I don't even look at -
15 that anymore.
16 Q When did~you stop looking at it?
17 A Probably in 2012.
18 Q Okay. Why did you stop looking at it in 20127
19 A Because of all this investigation and
20 questions, and until we understand fully what's allowed
2 A Wity IOt allowed; T donrtare what fvimT
22 Q Okay. To your knowledge, is there anyone at
23 Bennett Group Financial Services who, since 2012, has
24 been monitoring the amount of assets under management?
25 A I'm not aware of anybody.
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1 Q Since this investigation commenced, have you
2 and Dawn discussed either the current or historical

3 assets under management of Bennett Group Financial

4 Services?

5 A I don't recall any conversations, no.

3 Q Have you discugsed that matter with Tim

7 Augustin?

8 a Tim? No.
9 Q Have you discussed that with anyone at Bennett
10 Group Financial Services?
11 A I have not.
Ypiz Q Okay.
13 So, just prior to when you stopped looking at
13 this, in 2012, what was the amount OF agssets under
is management of Bennett Group Financial Services?
16 A Again, I'm confused on how to -- what's rxright
17 and what's wrong. So, at this point, I can't tell you.
18 Q Was it ever $2 billion?
19 A Was it ever 2 billion?
20 ‘ Q Yeah.
&l Y Y&T.
22 Q Okay.
23 A According to how we figured it, yes.
24 Q Okay. And explain to me how you figured it.
25 A Well, it's real easy. You look at -- therxe's
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.rl several pools of money that we advise on and make
2 recommendations on.
3 Q Okay.
4 A The easiest one is the assgets that are held at
S your broker/dealer.
6 Q Okay .
7 A That would be fche JPMorgan agsets ox the
8 Persian assets when we were at Royal.
9 Q Okay.
10 A We have annuities --
11 Q Okay.
12 A ~- and those are held at the life insurance
13 companies.
12 o] OKay. -
15 A We do some annuity business.
16 Q Sure.
v17 A We have 529 plans, which are col;ege savings
18 plans. Those are held, again, at the mutual fund houses
19 that are chartered for 529 plans.
20 Q ,S.ure.
2T pLy Tecould-beTtke e vivgintasyarings plar
22 or --
23 Q  Okay.
24 A Maryland's, I think, is Fidelity. So, assets

\ 25 that you -~
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1 Q Sure.
\

2 A -~ are the broker of record are there.

3 Q Okay.

4 A Cash value of life insurance policies.

5 Q Okay .

6 A Some of the variable universal life policies

7 will accumulate over time cash value --

8 Q Okay .

9 A -- because there's different assets that you
10 can invest in thexe, and clients will frequently ask,
11 okay, whexe should I be allocating my funds in there,

12 cause that's a savings vehicle.
13 Q Say that again?
12 A Theé 1ife insurance pollciéﬁ.
15 Q Oh.

16 A The cash value.
17 Q Okay. That's still in the fourth bucket.
18 A Yes. The client will say my funds are in there
19 -- and life insurance can be used as a savings &ehicle.
20 ‘You can withdraw money in the future. .So, they'll have -
2T = 1ikE‘H‘IUITkT—6r_a“TSPT-thEY*II;hEVE_ZU_dtffEIEnc

22 investments and they'll ask to allocate those.

23 There's our pension assets that are held away.
24 You know, it.could°be a 401(k) plan, 403 (b), which you
25 will see in some teacher and universities --
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"1 Q Okay.

2 A -- not~fox-profits, 457 plans, deferred

3 compensation plans, defined benefit pléns.

4 Q Okay. Anything else?

5 A The next bucket is assets you don't hold, that

6 you make recommendations on.

7 Q Before you go to the -- you sort of gave six, I

8 guess, subcategories -- these are assets, whether it's

9 college savings plans, you know, IRA accounts, just

10 brokerage assets that are held by individual clients

11 of -- individual brokerage clients of Bennett Group

12 Financial Services.

13 A Most of those will be brokerage.

12 Q Okay. And you have oneé individual investment -

15 advisory client, or at least did at the time, Robin

16 Mayor.‘

17 A Yes.

18 Q ‘ You would put her in that bucket:.ﬁas well.

19 A Yeah. Well, that;s -- again, that would be a

20 different bucket, cause those assets are held -- I think

21 they were eld av Chiarles Schwab; 1 T remember

22 correctly.

23 Q Okay.
i 24 A I'm not 100-percent certain. It's been a while
: since I looked at her file, but whatever assets that she

25
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//’1 would have .--

2 Q Sure.

3 A That's another bucket.

4 Q Okay. And what were the amount of her assets
S prioxr to 20127

6 A I want to say close to a million.

7 Q  Okay.

8 A Maybe a little ovexr, a little under.

9 Q Okay.

10 A I don't recall the exact dollars.

11 Q But at least, you know, during the 2009 to 2012
12 time frame, it was approximately $1 million. It could
13 have been a little bit more or a little bit less.

I3 Py Coxxect .
15 Q quy.
16 So, we have those funds, both the advisory
17 funds for Robin Mayor and the brokerage funds for the
18 brokerage clients of Bennett Group Financial Services.
19 What is the next bucket? |

20 A The next bucket would be money that you advise
2T orT; on g regular bagisy it iz ot eld—aryour

22 broker/dealer.

l 23 Q ‘Sure.

24 A It's not in a life insurance policy. : .
25 (o] Okay.

r
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A It's not a municipal -- like the 529 plans are. .
2 Q  Yes.
3 A It's not an RIA type of fund, so it would be --
4 and you don't receive compensation for it, but you still
5 advise on it. You still give advice.
6 Q Okay. Did any funds of that sort exist from
7 the 2009 to 2012 time frame?
8 A Yes.
9 Q Can you provide any examples of that?
10 A Mount Vernon.
T11 Q Anything else?
12 A Dimension Data.
13 Q Okay.
7 A Omega World -- Omega World Travel or Omega -
15 Travel World, one of those two.
16 Q  Okay. Anything else?
17 A I don't recall anybody else.
18 Q Okay. So, in that 2009 to 2012 time frame,
19 what was the amount of money being advised on for Mount
20 Vernon?
2T 7.y T d—have to yo back to my OtEs”
22 Q Can you provide an approximate amount?
23 A It might have been up to 100 million.
24 Q  Okay.
25 A Again, I'm just trying to recall.
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Q Okay.
2 A And I think they -- they left in either '09 or
3 '10.
4 Q Okay.
5 A So, they weren't 'll and 'l2.
6 Q Okay.
7 A Maybe even '10. I don't recall when they left.
8 Q Okay.
9 A It was November of one of those years.
10 Q What about Dimension Data? What was the amount
11 being advised on for them? ’
12 A That was quite large, if I remember correctly,
13 a billion-plus --
I3 (4] OKkay .
15 A -- depending on -- and again, they left in
16 *11. So, I don't think they were in '12.
17 Q How much in fees was generated for the advice
18 provided to Dimension Data?
19 A For that bucket? ’
20 Q Yeah.
21 A We—hEd ety pens o pa So-exThudingthe
22 pension plan, we received nothing.
23 Q Okay. Why is that?
24 A Pxo bono work --
25 Q Okay.
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(]. A -- that Dawn did in hopes of getting more
2 corporate assets, keep the relationship fresh.
3 Q Okay. Where was the billion dollars kept?
4 A I have no earthly idea. I nevér had a
s conversation with them, so I don't know.
6 Q@  What kind of business is Dimension Data?
7 A They do some kind of processing.
8 ) Okay. Where are they based?
9 A I think South Africa, maybe.
10 Q Okay. And was the money held domestically or
11 somewhere else?
12 A I think a combination.
13 Q Okay. And hoy do you know that?
14 A Just from conversations -- Dawn told me. -
15 Q Okay. What did Dawn tell you about the billion
16 dollars-plus she was advising on for Dimension Data?
17 A A lot of it was short-term cash, bonds,
18 currency.
19 Q Okay .
20 Was it all of those things or just some of
21 cthE‘things?" -
22 A I don't recall exactly what.
23 Q Okay .
24 What types of bonds?
25 A Short-term.
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A Less than a year.

Q Do you recall what currencies were involved?
A I don't, no.

Q ~ who else in your office ;as involved in the

advice provided to Dimension Data other than Dawn?

A Just Dawn.

198

8 Q - Okay.

9 A I'm not aware of anybody else having

10 conversations with those people at Dimension Data.

11 Q Who were the people at Dimension Data that she
12 was advising?
>13 A The only name that I can recall was the

13 gentleman that we first met, Adrian something. I don't
15 recéll his last name.

16 Q And during what period of time was the advice
17 being provided to Dimension Data?

18 A Up to 2011.

19 Q Okay .

20 A I aon't know when that actually stopped.

2T sonerime I

22 Q Okay.

23 A March of '11, the first quarter. When did it
24 start? Sometime before 2005.

28 Q Okay. And how did you know it stopped in March
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1l A Yes.
2 Q Okay.
/~3. Is it fair to say that that chunk from
4 Dimension Data would make up a large part of that 1.1 to
s 2 billion dollars' worth of assets?
6 A It made up a large part, yes. I don't know
L_ 7 what percentagé, but yes, generally.
8 Q At least around half, correct?
9 A I'd have to look.
1o Q Are you aware of anyone at Bennett Group
11 F;nancial Services doing anything to verify the claims
12 with réspect to the assets under management that Bennett
13 Group Financial Services had?
12 .Y I"m ot sure what you wmean by that.
15 Q Okay.
16 Let me step back for a second.
17 Did Tim Augustin ever question you or Dawn
18 Bennett about claims that were made regarding the amount
.19 of assets that Bennett Group Financial Services had,
20 including through the Barron's publication?
21 X When we weres collscting tieduata, T vinink he
22 asked -- ﬁhe brokerage assets look familiar -- he'd asked
23 a couple of questions like that. That's all I recall.
24 Q Did he ever express surprise at the number set
25 forth in the 2009 Barron's article of $1.1 billion?
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1 A The pensions?

2 Q Yes.

3 A I don't recall if he did anything there.

4 Q Okay.

5 Are you aware of him ever delegating any of his
6 duties as chief compliance officer to anyone elsge?

7 A I don't.

8 Q How did he come to be the chief compliance

9 officex?

10 A I don't recall how that came about. That was
11 8o long ago.

12 Q Do you know who was responsible for the

13 decision to name him as chief compliance officer?

14 A Ultimately, Dawn. -

15 Q What qualifications did he have to be chief
16 compliance officer?

17 A What qualifications? Licensed and bonded,
18 insured, had some experience. That's all I know.

19 Q Did you regard it as among his responsibilities
20 to confirm the accuracy of claims that were made about

2T Bamett Group Fimancial—services hreloding theamomt—of
22 assets under management it had?
23 A No.

24 Q And whose responsibility was that?
25 A Our compliance department, wh;ch is Western and
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25 |

A I don't know. I don't recall.

Q Okay.

MR. McLUCAS: Can I ask a question?

MR. RINALDI: Sure.

MR. McLUCAS: How do you know that? I mean, do
you know it personally? Did you give it to him? Or is
that what you just assume is the case?

THE WITNESS: I know it was sent to them.

MR. McLUCAS: How do you know it?

THE WITNESS: I remember somebody asking
somebody -- and I don't know who, but you know, the --
you know, there was, you know, some kind of email
probably sent. I'm not sufe.

BY MR. RINALDI:

Q And who was responsible for that? For sending
the information to Western International's compliance
officer for review and approval?

A Tim, Dawn, or myself.

Q Who was actually responsible for it?

A One of the officers. 1It could be all three of
us.

Q Okay.

So, if -- if it wasn't submitted to Western
International, would that have been a mistake?

A If it wasn't?

206
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1 0 Yes.
2 A Would it be a mistake? VYeah, it would be a

3 mistake.

4 Q And even if it were submitted to Western

5 International, is it fair to say that Western

6 International was relying on Bennett Group Financial

7 Servicés' numbers?

8 A I have no idea what they --

9 Q Are you aware of Western International ever
10 auditing those numbers to determine whether they were
11 accurate?
12 A I have no -- again, no idea.
13 Q Oxr doing any research regarding the veracity of

14 claims made about the assets or assets under management

15 by Bennett Group Financial Services?
16 A I'm not aware of any conversations with
17 anybody. 1I've never asked them. They've never

18 | - guestioned me directly that I recall.

19 Q Okay. So, other than -- I know you mentioned

20 Ms. Bennett knows about the breakout of the assets under

2 RS eEment,  becauye she - obriousty wasaware of the
22 purported $1 billion-plus for Dimension Data.

23 Who else at Bennett Group Financial Services

24 had knowledge of the total assets under management and

25 how that was made up?
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1 3 I'm not sure who would.

2 Q So, you're not aware of anyone else.

3 A Oh, at the time, I think Stuagt knew.

4 0] Okay.

S A Stuart Rogers.

3 Q Okay. And would Stuart have firsthand

7 knowledge, or would that only be from Dawn?

8 A Agéin. secondhand knowledge.

9 Q Okay.
10 A From Dawn.
11 Q So, is it fair to say the only person who had
12 firsthand knowledge of the various sources of money
13 outside of the brokerage assets was Dawn?

\ii ;) That's correct.

15 Q Okay .
16 Obviously, the brokerage assets were
17 independently verifiable, corxect?
18 A Yes.
19 Q But the other assets were not.
20 A Independently -- can you just rephrase that for
2X Lui-¥4 N
.22 Q Well, basically, with respect to the assets
23 other thap the brokerage assets, the ones -- presumably
24 you get a xreport from Western International about the
25 total -- everything else came strictly from Dawn,
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correct?

2 A As far as I know, that's correct.
3 Q  And s0 you or anyone else at Bennett Group
4 Financial- Services would have taken Dawn's word for it,
S that therxe was, for instance, a billion dollars being
6 advised on for Dimension Data.
L_7 A That's a fair statement, yes.
8 Q There wasn't some business record at Bennett
9 Group Financial Services that you could have pulled that
10 would have reflected thaﬁ amount?
11 a Just Dawn's notes.
12 Q Okay. And what kind of notes did Dawn prepare
13 about that?
I B Handwritteén.
15 Q Okay. And where are they?
16 A In various files.
17 Q Okay.
18 Did she ever use the form that we've marked as
19 number 46 for that purpose?
20 A She could have.
2T Q ArE—yvu*awars—cf-ner”aCtuai1y'aoing*i;?
22 A Aware of her doing that?
23 Q Yeah. Using that form to document the amount
24 of assets being advised on?
25 A I would safely say yes.
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1 use that. Like I said, I do not recall a physical --
2 like on the 25th of May of 2010, she wrote X, Y, or 2
3 down.
4 BY MR. RINALDI:
o~
5 Q Regardless of whether you recall a particular
6 data where that may or may not have happened, are you
7 ever aware of her using a form such as that project
8 request form, number 46, to document the amount of aésets
9 that Bennett Group Financial Services had or managed or
10 had under management?
11 A I'd have to say no.
12 Q Okay. .
13 MR. RINALDI: I've put in front qf you three
14 documents that have previously been marked. The Eixst -
15 one has a production number BGFS-0523182. 1It's a project
16 request form. 1It's marked as number 42.
17. THE WITNESS: Okay.
18 MR. RINALDI: Number 43 has a Bates number
19 ending 523181, also headed "Project Request Form;" This
20 is number 43.
2T A THE UMb eY 44 S & Productivi mumbexr
22 ending 523183.
23 I'11 give you these three.
24 Let's take a look first at number 42.
25 THE WITNESS: I have that in front of me.
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1 MR. RINALDI: 1It's the one with the Bates page
2 ending 182.
3 BY MR. RINALDI:
4 Q Have you seen this document before?
5 A It's to me, so I must have at some point. I
6 éon't recall it.
7 Q OCkay.
8 So, how do you know it's to you?
9 A To B means Brad.
10 Q Okay.
11 a And from D means Dawn.
12 0 Okay. B&And so, if you look under the
13 project/comments section, do you recognize that
14 Randwriting?
15 A That's Dawn.
16 Q Is all of the handwriting on this document
17 Dawn's?
t 18 a Yes.
19 Q  And how do you know that?
20 A I've worked with Dawn for the last 15-plus
2T years T kow e erdwe Tty
22 Q Okay. So, you're familiar with her handwriting
23 and 'you recognize this to be hers.
24 A Yes, I do.
25 Q Okay.
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1 A Again, I did research.

2 Q Okay.

3 A I went to Bloomberg.

4 Q Okay.

5 A I got what Dawn asked me to get.

6 Q Right.

7 LA Gave it to her.

8 Q Okay. Did you do anything else?

9 A Beyond that?
10 Q Yeah.
11 A No.
12 Q Did you ever ask to speak to anyone at
13 Dimension Data or Omega World Travel?
Z A No. My role was to work on the 401(kJ side.
15 That's who I worked with.
16 Q Right. But this --
17 A But these aren't 401(k)'s, so --

\/18 Q So, my question is, did you ever speak -- did
19 ybu ever agk to speak to anyone at Dimension Data or
20 Omega World Travel --

21 p. ¥ Not my responsibility:—Not wy role:
22 MR. MCLUCAS: The answer is no.
. 23 THE WITNESS: The answer is no.
24 BY MR. RINALDI:
25 Q Did you ever ask Dawn for any additional
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1 set forth in those email messages from late November and
é early December was caused by your dyslexia?
3 A No. I'm saying that I did not see it, and that
4 | could be a reason.
5 Q Okay.
6 A I'm not saying, yes, that's the reason.
7 Q And it is your testimony that that phrase "no
8 cost" was in error, that it was incorrect.
9 A Yes, it was mis-typed, yes.
10 Q Okay. How'long have you been in the securities
11 business?
12 A '97, I believe, or '96. I'd have to look on my
13 CRD, but it's been 18 years.
12 a Is there any othexr instance that you can think
15 of where a similar problem manifested itself?
16 A No.
17 Q Can you think of any othexr time in your life
i8 where a similar problem manifested itself?
19 A No.
20 MR; MCLUCAS: Sorry. Which problgm?
2T — MR, RINACDIT Theingue—of missing words i
22 written work product.
23 THE WITNESS: No.
<;4 MR. RINALDI: I'm going to put in front of you
25 what's previously been marked as number 5.
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1 BY MR. RINALDI:

2 Q Have you seen this document before?

3 A Yes.

4 Q Is this advertising for'Bennett Group Financial
5 Services, numbexr 5?

6 A Is this advertising? No, we did not pay for

7 this to be advertised.

8 Q Is all advertising paid for?

9 A I don't know. That's a good question. I don't
10 know.
1i Q Okay.
12 So, regardless of whether it's been paid for or
13 'hot, do you consider it or have you ever congidered it to
7 be aﬁ?@ffiEiﬁ’?

15 A I really don't have a basis to say yes oi no to
16 that.
17 . Q Okay. So, you don't know.

18 A I don't know.

- 19 Q Okay.

20 So, here you'll see the total team assets, $1
21 miTiton Do you SgE that there, towards the right—hard
22 of the first page at the bottom?

23 A Total team assets --

24 Q Yes.

25

A -- 1.1 million.
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1l correct?

2 A It says total -- total team assets.

3 Q Okay. 1Is that referring to AUM, or do you not
4 know?

S . A I'm not sure.

6 Q Okay.

7 A It doesn't say AUM, but that could -- one could

8 imply that.

9 MR. RINALDI: I'm going to show you number 6.

10 BY MR. RINALDI:

11 Q Have you seen this document before?

12 A Yes, I have.

13 Q Was it the case that the total assets in 2009
T 14 | for Bemmett Group Financial Services was 1.3 billion?

15 A Yes.

16 . Q Okay. So, wh&, on the prior one, Exhibit 5, is

17 it shown as 1.1 billion?

18 A  Different time periods. I have no idea.

19 Q Okay .

20 A What are the time periods?

2T Q Well, thiz one says Top LU Imdeperndent

22 Financial Advisors 2009, and Exhibit 5§ --

23 A what was the date?
24 Q -- is June 8, 2009.
25 A Yeah, the second one. I'm talking about
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1 Exhibit No. 6. I can't answer that, because I don't see
2 a date on here. I see 3/17/11, but this obviously was
3 printed after that.
4 Q Yes.
5 A So, no, I can't tell you.
6 Q Okay. So, between June of 2009 and the end of
7 2009, ﬁo you recall the amount of assets that Bennett
8 Group Financial Sexvices had having increased by 200
9 million?
10 A I'd have to go back to our notes. I know we-
11 supplied some ~-- some notes.
12 MR. RINALDI: Let's look at number 7.
13 BY MR. RINALDI:
Y Q Have you seen this document berore? -
15 A I recall it.
16 Q Okay . .
17 a I don't know what the date, again, is.
18 Q Was it the case that Bennett Group Financial
19 Services had $1.8 billion in assets in 2011?
20 A Yes.
Q ukayT”—S6T‘hcw—dU‘yUu‘accvunr‘fur’tjﬁr1xnnﬂﬂﬁﬂr
22 of approximately $700 million between 2009 and 2011?
23 A The fluctuations of the different asset
24 classes.
25 Q All right. And which ones fluctuatéd the most?

[12/5/2014] MASCHO_ BRADLEY_ 20141205

ENFORCEMENT-BGFS-0001857



323

1 Q Okay. But on the 2011 Barron's form, it's
2 showing 1.8 billion. So, are you saying that all of the
3 remaining assets of Bennett Group Financial Services
4 amounted to about $200 million?
5 A No. What does a report in '10 have to do with
6 something that was reported in '1l?
7 Q Well, this is at the end of -- this is at the
8 end of 2010, and it's showing close to 1.6 billion
9 dollars, and I'm sure you can see that that number seems
10 to be going up as time goes on, correct?
11 A Uh-huh.
12 Q Okay. Yes?
13 A Yes, that's correct.
14 Q At the very end of 2010, we're closSé to $1.6
15 billion, right? And what's being reported on the 2011
16 list is about $1.8 billion. I'm just wondering how you
17 square those two numbers.
18 A Again, we supplied something to you guys --
19 Q Okay. ‘
20 A ~- that walked us through that.
2] U OKRay.
22 A I don't have that in front of me.
/F\BB MR. RINALDI: We'll mark as number 47 a
24 document with a production number BF5-0523126. This is
25 numbex 47. '
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1 (SEC Exhibit No. 47 was marked
2 for identification.)

3 MR. RINALDI: Those are handwritten notes. At
4 the top, it says Bradley C. Mascho, gssistant Vice

5 Preéident, Registered Business Development Associate.

6 THE WITNESS: Yes, sir. '

7 MR. RINALDI: Okay. That's number 47. And

8 then we'll mark as number 48 another handwritten

9 document. This one has a date of 12/31/2010, BGFS-
10 0523127. This is number 48.
11 (SEQ Exhibit No. 48 was marked
12 for identification.)
13 MR. RINALDI: And then we'll mark as number 49
12 d@ handwritten document with the date of 671072009,
15 production number BGFS-0523129. It's number 45.
16 (SEC Exhibit No. 49 was marked
17 for identification.)
18 MR. RINALDI: We'll mark as number 50 a
19 handwritten document dated 3/30/09, BGFS-0523128.
20 (SEC Exhibit No. 50 was marked
2T for—tdenritivarion Ty

22 MR. RINALDI: We'll mark as number 51 -~ this
23 is a set of documents with the Bates range of BGFS --

24 it's a document production from BGFS-0523119 through 123.
25 It's handwritten notes on the first page and some charts
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25

~

1 and the like on the remaining pages. This is number 51.
2 (SEC Exhibit No. 51 was marked
3 for identification.)
4 MR. RINALDI: And then number 52, two pages,
5 BGFS-0523133 to 134, handwritten notes, and that is

6 number 52.

7 (SEC Exhibit No. 52 was marked
8 for identification.)

9 BY MR. RINALDI:

10 Q Are these the documents you're referring to, 43

11 to 527

12 A Yes.

13 Q Okay .

12 Now, let's take a look at numbexr 48. This i8

15 the one dated 12/31/2010. Do you see that? With page

16 ending 127.

17 A Yes.

18 Q Can you just.: walk me through what this is?

19 A My handwriting.

20 Q Yes. ‘

ZX -y Western assery, 338 mitiomn:

22 Q Yes.

23 A Annuities, roughly 7 milliqn.

24 Q Yes.

A 529 plan agsets, 1.8 million.
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Q Yes.
T2 A Pensions, 67 million.

3 Q So, that comes to just shy of $414 million.

4. A That's correct.

5 Q Okay. 8o, now, if you look at numbexr 43, this

6 is from roughly the same time frame, Decembexr of 2010.

7 Do you see that there?

8 A Yes.

9 Q Okay. So, that seems to put the number -- if
10 you add- the $25 million from Omega World Travel and the
11 close to $1.6 billion from Dimension Data, that puts you
12 well in excess of $2 billion. 1Is that your understanding
13 of what the number was in December of 2010?

13 A Yes. These were seven-day papers, so on the

15. 28th, they could have spent some of that money.

16 Q When you're making representations -- when

17 Bennett Group Financial Services is making

18 representations to Barron's about how much assets it has,
19 how does it know whether or not Dimension Data spent all |
20 or part of what at one time was $1.575 billion?

2T y Youd—have to taElk to Dawn.

22 Q Okay.

23 A We relied on her notes and her telling us what
24 was there.

25 Q Okay. So, other than what's written on these
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2 International, pension, annuity, 529; the same thing on
3 48, right? On 49, you have the same plus the Mount
4 Vernon numbers there. Do you see that?
5 This is the only information that you supplied.
6 You never supplied any information with resgpect to
7 Dimengion Data or Omega World Travel, correct?
8 A That 's correct. |
9 Q That was only Dawn.
10 A Yes.
11 Q And no one else.
~—
12 A Correct.
13 Q Okay. What does the handwritten note on 49
14 mean -- with the question mark: oSee the cixcle, question -
15 mark, and there's a line?
16 A Let me take a look at that.
17 (Witness examining document.)
18 THE WITNESS: No idea.
19 BY MR. RINALDI:
20 Q Is that your handwriting?
2L K “NO~.
22 Q Whose handwriting isg it?
23 A That's Dawn. That's her signature.
24 ‘Q Okay. 8o, what was the purpose of 47, 48, 49,
25 50, 51, and 52?
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11 A These are just calculating our assets under

2 management:—.

3 Q Okay. For what purpose, though?

4 a It could have been for the radioc show. It

5 could have been for an email. It could have been for a
6 proposgl. It could have been for a Barron's submission.
7 Q Okay.

8 A Any of those. .

9 Q Is that something she regularly asked you to
10 do?
11 A Yes.
12 Q Did you ever have any discussions about the
13 assets not reflected on these documents?
13 . No-
15 Q Okay. So, all you did was supply your numbers,
16 and then she added whatever was in her mind, and then
17 said it on the radio or put it in the Barron';, correct?
18 A Correct. Or an email or a proposal.

19 Q Okay .
20 If you look on 51, what dogs the handwritten
2T note rthatfoTlowy the arrow ==

22 A See me on thig. I can't read the rest.

23 Q Is that last word "breakdown"?

24 A Could be. More than likely, yes.

25 Q It says they want to see an exact breakdown?
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1 Q If Ms. Bennett came to you for information from
2 time to time -- we have several instances here -- 47, 48, .
3 49, 50, 51, and 52 -- for information about assets under
4 management, and you provided this information. Wwhy did
5 you not undertake to get an understanding of the
6 Dimension bata and Omega World Travel numbers?
7 A Well, these are the ones that I have more
8 experience with --
9 Q Okay.
10 A ~-- and know where I can get the data f£rom.
/Vll Q Okay. And where at Bennett Group Financial
12 Services could you get the data related to Dimension Data
13 or Omega World Travel?
17 X From Dawn.
15 Q And only Dawn.
\ 16 A  That's correct.
p
17 Q It's not kept in any records of the company.
18 A In our notes here.
19 Q In these notes?
20 A Not in these notes. In other notes that we
21 BOpplisd to you guys throughont == i
22 Q By that, you mean 42, 43, and 44?
23 A That "s part of it, plus other -- othex
24 handwritten notes that we supplied.

MR. RINALDI: I want to show you what's
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1 previously been marked as number 39, and if you'd turn to
2 page 20, this is the transcfipt from January 16, 2011.
.3 We're going to start on page 20 and then turn to 21.
4 BY MR. RINALDI: |
s Q Did Ms. Bennett, from time to time, make
6 representations about the amount of agsets that Bennett
7 Group Financial Services managed on her radio show,
8 Financial Myth Busting?
9 A Yes. We supplied a spreadsheet with that
10 information --
11 Q Okay .
12 A -- quantified.
P
13 Q So, if you look at the January 16, 2011,
14 Eranscript, pages 20 and 21 -- -
15 A I'm there.
16 Q Okay. And you see at the bottom, "I mean, you
17 know, I do manage 2 billion in assets," right? How is
18 the $2 billion number calculated?
19 A The same way that the other ones that you asked
20 me about -- ’
2T Q okay-
22 A All those different buckets of money from
23 brokerage assets, insurance, annuities, 529 plans,
24 unmanaged -- not unmanaged but un-custodian assets that
25 we affect on.
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1 Q And that's including the Dimension Data
2 numbers.
3 A Dimension Data, the Omega World Travel, as
4 well.
5 Q And when did Ms. Bennett or you or anyone else
6 at Bennett Group Financial Services confirm the amount in
7 the Dimension Data bucket prior to the January 16, 2011,
8 radio show?
9 A Again, we'd ask Dawn.
10 Q Okay. Immediately prior?
11 A When we were -- if she‘'d ask to -- what 's the
12 grand total --
13 Q Right.
12 B -- I would come to her with my numbexrs, what
15 are your numbers, we'd add them together.
16 Q And to your knowledge, did she ever get back on
17 the phone with Dimension Data to see whether it had spent
18 down any of the -- whatever it was -- 1.6 billion or 1.1
19 billion oxr whatever it was?
20 A I don't recall. I know she went back to hex
2L TIOCES
22 Q Okay. Are you aware of any instance where
23 anyone at Bennett Group Financial Services went back to
24 either Dimension Data or Omega Worldlfravel to confirm
25 the actual amount of cash that it had prior to making any
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1 Q It's 47.
.2 A I have it here. ,
3 Q Yes.
4 A Thank you.
r‘g Q So, in other words, is the date at the top --
6 each one of these has a date at the top. On 47, it's
7 9/30/10, dn 48, it's 12/31/2010. On 49, it's 6/10/2009.
8 On 50, it's 3/30/2008. On 51, it's 12/31/2009. On 52,
9 it's 6/30/2010. And then the second page is 3/30/2010.
10 Is it your testimony that these documents were
11 created on those respective dates?
12 A Not on those dates but sometime after those
13 dates.
14 2] Okay. So, what do the dates refer to, then?
15 A The as-of date.
16 o) Oh, okay.
17 a So, like, for example, on 9/30 --
18 Q Okay.
19 A -- we had 66 million on the books, the
20 pensiong, and at Western, we had 320.
2T 5 I gEe. DU you kmow when, for instanes, a7 way
22 created?
23 A I don't know.
24 Q Okay. Was it created sometime in 2010°?
25 A Sometime in '10. More than likely.
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1 have been responsive to any of the Commission staff's
2 investigative subpoenas‘-- would they have been solely in
3 the possession of Bennett Group Financial Services, as
4 opposed to you iﬁdividually?
5 So, in other words, you don't have a set of
6 documents that's under your own control at home or in
7 some other location.
8 A No.
9 Q Okay. éo, any subpoena that's served upon
10 Bennett Group Financial Sexvices would provide the
11 documents or would cause the documents to be produced
12 that they call for as opposed to one being directed to
13 you individually, correct?
14 A Corxrect.
15 Q Okay.

r’ig MR. RINALDI: 1I'm going to show you documents
17 that we previously marked as number 40 and number 41.
18 BY MR. RINALDI:
19 Q Have you geen number 40 before?
20 A Yes.
2T Q Wt thar?
22 A It.looks like the WSP, written supervision
23 policies, for Bennett Group. It looks familiar.’
24 Q Is it the compliance manual for the Bennett
25 Group as an investment advisor?
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A I believe so.

2 Q Okay. Were you involved in the authorship of
3 that document in any way?
4 A No, I don't believe I was.
5 Q Okay. Do you know who was?
6 A I don't recall who ~-- I think we hired somebody
7 to do it, but I don't remember who. ’
8 Q Okay. Do you know whether anyone at Bennett
9 Group received any templates for compliance manuals from
10 anyone?
11 A I'm not aware of any.
12 Q Do you recall anyocone at Bennett Group revising
13 any suggested compliance manuals for use at Bennett
13 Group? :
15 A No.
16 Q. Is it fair to say that you don't know anything
17 about the autﬁorship or drafting of what we've marked as
i8 number 40?
19 A No.
20 Q Or the revision thereof.
2T X NO-
22 Q Okay. And if you look at number 41, have you
23 ever seen this document before?
24 A I don't recall it.
' 28 Q Okay.
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1 advice regarding any of the other subjects of this

2 investigation: AUM, performance claims, markups,

3 compliance generally, or anything else. )
4 A None of those that I'm aware of.

5 b So, to your knowledge, the only advice she

6 rendered was that Bennett Group Financial Services could
7 register under the pension exemption with the Commission
8 as an investment advisor. .

9 A That's correct.

10 0 And you only know that secondhand.

11 A Secondhand, that's co¥rect.
12 Q And that'sAthe beginning and end of what you
13 know regarding Dawn Bond.

2 A Yes.

15 Q Okay.

f—_EG MR. RINALDI: I've put in front of you what has

17 previously.been marked as number 20.

18 BY MR. RINALDI:

19 Q Have you ever seen this document before?

20 A Yes.

2T Q Okay. Wt Iz {t?

k\\fz A It's a review of our model performance.
+23 Q Now, this one page here, at the top it says

24 "Bennett Group Financial Services, LLC, Portfolio
25 ]

Returns." Is this a standalone document or would

[12/5/2014) MASCHO_BRADLEY 20141205

ENFORCEMENTY-8GFS-0001891




360

1 statements or something.

2 Q And why would account statements be necessary
3 in order to do what Ashland was doing?

4 A To show that the clients are actually holding
5 the funds --

6 - Q Okay.

7 A -~ that were in the mod;l.

8 Q Okay. And why was that important that they

9 were actually holding the funds that were in the model?
10 A To provide the validity of the model.

11 Q Okay. So, in other words -- I guess I don't

12 undexrstand.

13 If the model was something that you were
13 suggestxné, Tight, why would it matter if any of the
15 clients were actually investing in it?
16 |- A To show that there was an actual recommendation
17 and someone took it.
f;‘Ia Q Okay. So, I mean, I guess if you look at the

19 bottom here, it says, "Important notes: Actual

20 performance of client accounts may differ.®
21 7:3 [8(e2 ah o =1 o] uiy
22 Q Did anyone tell you that that should be put on
23 as a disclaimer?
24 A Yes.
L’25 Q Who told you that?
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A Ashland.

2 Q Okay. And was any reason given why that

3 disclaimer should be put on?

4 a Yes, because not all our clients followed the

5 model, so people don't want to be thinking that all our

6 clients follow the model, which they don't.

7 ' Q So, in other words, if it had simply been said
8 that, you know, we or Bennett Group had bee; experiencing
9 returns of X percentaée without disclaiming that that was
10 simply a model, as opposed to actual performance, that

11 would be problematic.

12 A It depends on what time period.

13 Q In what time period would that have been okay
12 to say”?

15 A Closer to 2010 and '11l.

16 Q Why is that?

17 A Cause we had pretty close to 85-90 percent of
18 our clients there.

19 Q Okay. In the model.

20 A Yes.

2T 0 ST, 85 to 90 percent of the cllentywere G the
22 model in 2010 and 2011.

23 A Approximately.

24 Q All right. And is that by dollar amount orx

25 number of clients?
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1 Q Okay. Where was it prior to that?
2 A K Street. We were at 1400 X Street, Northwest,
3 Suite 500, Washington, DC 20006.
4 Q Okay. And since what time period?
s A ?ébruary ‘06 to August or September of '11l.
6 Q And how long ~- how iong has your current
7 office telephone number been in effect?
8 A Since February of 2006.
(’_5 Q Okay. Do you have an em%il address at Bennett
10 Group?
11 A Yes.
12 Q What is that?
13 A bmascho@bennettgroupfinancial .com.
Ht4 o] Okay .
S A And that's been the same since February of
16 2006.
~—
17 Q Any other email addresses?
18 A No.
19 Q Any other office locations other than what
20 -you've said to me?
2T 72} We were - when I workedwithr pawn ot Legy
22 Mason --
23 Q Okay. \
24 a -- that was 1747 Pennsylvania Avenue.
25 Q Okay. Are you currently married?
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1 Stuart for a very long time.

2 SO; I know what he loves to talk about, what

3 makes him happy. This job wasn't making him happy.

4 So, he got an offer to be a CEO, run his own

5 company from start to finish, in London.

6 So, for him to take that, he quit this job, he
7 sold his house in Napa. He loves wine, so he had a house
8 out there.

9 So, I knew that had to be something that he
10 really wanted to do, and so, he moved on, ‘seems to be
11 doing well.
12 Q Is Ms. Bond the person in ultimate contrxol of
13 Bennett Group Financial Services?
12 .} Ms. Bond?
15 Q I'm sorry. Ms. Bennett.
16 A Oh, Ms. Bennett.

Q I'm sorxy. Is Ms. Bennett in contxrol of

18 Bennett Group Financial Services?

19 A Yeah, she has 92-pexcent ownership, so she's in
20 control, yes.

2T Q Are CHETT aly MECLErs at BEIMEtr Group

22 Financial Services that are not under her control?

23 A I'm not aware of any.

24 Q Does Ms. Bennett control hiring and firing at
25 Bennett Group Financial Services?
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Monday, then we won't need to worry about all of this
issue with witnesses. But barring that, my statements a
few minutes ago, Mr. Rinaldi, would stand. So go ahead.

MR. RINALDI: I'm very sorry, Your Honor. Can I

r g

jusLJzéise two sort of related issues? The first is, I
want to be clear. If there is an event of default, if
Mr. Morvillo's client doesn't appear for a pre-hearing
conference or doesn't appear for the hearing, then the
allegations of the OIP will be deemed true and that all
we will be doing og January 25th then is dealing with the
remedies that stem from that liability?

JUDGE GRIMES: That's correct.

MR. RINALDI: The second is, is that we
currently have under subpoena, among others, Ms. Bennett
and other Bennett Group insiders, Mr. Mascho and Mr.
Koorey. It's my understanding that those individuals 1
won't even show up as witnesses at the hearing. And for
that reason, there should be some infergnce in terms of
remedies that flows in favor of the Division of
Enforcement. I understand that they are not showing up
at the hearing, but they are required by subpoena to show
up at the hearing.

JUDGE GRIMES: You can certainly argue that
point in a briefing. Here, sort of this point is hard

for me to say exactly how I would interpret that.
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